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Introduction. 

Please state your name and business address. 

My name is Ron Fleming. My business address is 2141 0 North lgfh Avenue, Suite 201, 

Phoenix, Arizona 85027. 

By whom are you employed and what is your position? 

I am employed by Global Water Management, LLC as the General Manager, Arizona. In 

that capacity, I oversee the operations of our Arizona utilities, including the applicants in 

this case, Global Water - Santa Cruz Water Company (Santa Cruz), Global Water - Palo 

Verde Utilities Company (Palo Verde), Valencia Water Company - Town Division; 

Valencia Water Company - Greater Buckeye Division; Water Utility of Greater Tonopah; 

Willow Valley Water Co., Inc. and Water Utility of Northern Scottsdale (collectively, the 

Global Utilities). 

Please describe your background and qualifications. 

I earned my Bachelor of Science degree in Construction Management from School of 

Engineering at Northern Arizona University in 2003. My emphasis was on Heavy Civil 

Construction, with a minor in Business Administration. From 2002 to 2004, I worked as a 

project manager and project engineer for general contractors, supervising a number of 

significant projects. I joined Global as Senior Project Manager (2004 - 2007), where I 

provided project management for Global’s Maricopa region. During this time, I directly 

oversaw Global’s Capital Improvement Program for Sank Cruz and Palo Verde while they 

were some of the fastest growing utilities in the nation. In 2007, I was promoted to 

General Manager of the West Valley Region, where I had direct responsibility for the five 

utilities Global acquired from the former owners of West Maricopa Combine. In 2010, I 

was promoted to General Manager, Arizona, with direct responsibility for the operations of 

all of Global’s utilities in Arizona. 
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[I. 

Q. 
A. 

I am a member of the boards of the Buckeye Valley Chamber of Commerce, Pinal 

Partnership, and WESTMARC. I am also a Co-Chair of WESTMARC’s Water & Energy 

Committee, and I serve on the strategic committee of WESTCAPS. I also achieved 

various professional certifications, as listed in Attachment Fleming- 1. 

Public benefits of Global’s purchase of troubled utilities. 

A. Sonoran / 387. 

Piease describe the Sonoran / 387 situation and history. 

This service area was located near the Santa Cruz’s and Palo Verde’s existing service area 

in Maricopa, Arizona. Service was legally provided by the 387 Domestic Water 

Improvement District and the 3 87 Domestic Wastewater Improvement District, which 

were fonned in 2003. However, Sonoran Utility Services held contractual rights with the 

387 Districts, and actually owned the assets, managed the 387 Districts, and provided 

service. Under this set-up, Sonoran was essentially a private utility, but was not subject to 

the Commission’s jurisdiction. 

The Sonoran / 387 service area was located near Maricopa, Arizona, which was one of the 

fastest growing cities in the United States fioin 2003-2006. Unfortunately, Sonoran was 

not ready for the rapid growth in the area, and it was not able to provide service. Sonoran 

had not completed its wastewater treatment plant, nor had it completed its numerous lift 

station facilities which had been issued stop work requirements from the City of Maricopa 

due to lack of permitting. Customers had already moved into the area, so there were 

homes occupied without wastewater service, an entirely unacceptable situation that 

violated numerous regulatory requirements. In addition, the Sonoran wells did not meet 

federal and state water quality standards. The Commission recognized that this situation 

was an emergency (See e.g. Decision No. 68498; Decision No. 70133). 
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Q. 
4. 

Q. 
A. 

Q- 
A. 

What happened when Sonoran and the 387 Districts were not able to provide service? 

At the time, Global’s utilities (Santa Cruz and Palo Verde) were the closest utilities and 

were in a position to assist, in numerous locations we actually had parallel infrastructure in 

the same area. The City of Maricopa, ADEQ and ADWR asked Santa Cruz and Palo 

Verde to take over service on an emergency basis. We immediately began providing 

bottled water to the customers, and we began to “vault and haul” the wastewater from the 

incomplete 387 lift stations to Palo Verde’s water reclamation facility. On April 14,2005 

we were able to interconnect Santa Cruz’s water system to the 387 water system, and to 

interconnect Palo Verde’s wastewater collection system to the 387 wastewater system. In 

the intervening years, we have fully integrated the former 387 service area into our 

Maricopa region. 

What legal steps were taken to take over the 387 service area? 

Global entered into a contract to purchase the Sonoran assets. A number of developers in 

the 387 area entered into ICFA agreements with Global that helped Global fund the 

purchase. Santa Cruz and Palo Verde filed an application to extend their CC&N 

application to cover the former 387 areas. The CC&N was ultimately granted on 

September 30,2008 in Decision No. 70533. 

How was Global’s purchase of the Sonoran / 387 assets in the public interest? 

Sonoran / 387 was unable to provide potable water service or wastewater service, creating 

a public health emergency in Pinal County. Global acted quickly to resolve this crisis. 

Thousands of customers now live in the former Sonoran / 387 area. These customers 

receive water and wastewater service in compliance with all regulatory requirements; and 

as possible, these areas have also been integrated into Global’s Total Water Management 

programs. 
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Q* 
A. 

Q. 
A. 

€3. West Maricopa Combine (WMC). 

What was the West Maricopa Combine (WMC)? 

WMC was a holding company that owned five utilities: Valencia Water Company; Water 

Utility of Greater Buckeye (now Valencia Water Company - Greater Buckeye Division); 

Water Utility of Greater Tonopah (WUGT); Willow Valley Water Co., Inc. and Water 

Utility of Northern Scottsdale. Global purchased WMC in the summer of 2006. After 

Global took possession, we discovered numerous serious problems. 

Please explain some of the problems Global discovered upon buying WMC. 

The condition of WMC’s systems was deplorable. There were rocks used in electrical 

breakers, and bungee cords were used to close high voltage electrical panels. The Valencia 

system lacked adequate capacity, which required us in the first summer post-acquisition to 

shut of€ service to large non-potable irrigation customers to ensure there was sufficient 

water for our homes. Distribution systems were in very poor condition, and many remain 

that way as it will require significant additional investments to rectify. 

Most troubling was the situation in Willow Valley. We discovered that under the former 

management, Willow Valley providing non-chlorinated drinking water in an unlooped 

distribution system in an area that had a history of coliform events. This created a 

significant public health risk. Former management concealed this situation by tampering 

with water samples, and by filing false reports or failing to file necessary reports with the 

relevant regulatory authorities. We immediately began chlorinating the Willow Valley 

system. My testimony contains additional information on the significant effort that was 

necessary and remains ongoing to correct all the severe water quality and infi-astructure 

issues in Willow Valley. 
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Q. 
A. 

Q. 
A. 

Q- 
A. 

What other issues did Global discover? 

There were significant compliance problems. Under former management, W M C  failed to 

issue required public notices, failed to complete required Customer Confidence Reports 

(CCRs), failed to adequately monitor their systems, and failed to file required reports. 

What about the unauthorized hook-ups? 

We discovered that a group of WMC employees were making illegal service connections, 

sometimes outside of the CC&N of the relevant utility. This was an organized group of at 

least six employees; they collected - and pocketed - funds from the customers for these 

hook-ups, thus defrauding the company and its ratepayers. In many cases, the hook-ups 

were made without engineering, proper testing, inspection or regulatory approval. 

In response to this situation, Global terminated the responsible individuals. In addition, we 

filed a CC&N application for the unauthorized connections outside of our CC&N areas. In 

the application, we disclosed the unauthorized connections and expIained the situation we 

discovered upon our purchase of WMC. The Comn-iission ultimately issued a CC&N 

extension in Decision No. 70302 (April 24,2008)(See Findings of Fact Nos. 1 1 to 19 for a 

discussion of the unauthorized connections). 

What about compliance with the new arsenic standards? 

WMC had taken some steps towards complying with the EPA arsenic standards, but 

overall they were not prepared and could not secure the necessary hnding. Some of the 

treatment systems that they did design and install, functioned poorly. We upgraded them as 

possible, but often it is impossible to dramatically improve poorly engineered and 

constructed systems without total replacement. In other locations, we had to scramble to 

design and install treatment systems to meet the EPA arsenic requirements and fast 

approaching deadline to comply with the rule. 
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You mentioned that the WMC systems were in poor condition. What did Global do? 

Global began a comprehensive program to repair, upgrade or replace the inadequate 

portions of WMC’s systems. We identified 53 separate issues that needed to be fixed. 

Overall Global has spent over $17 million on fixing WMC’s systems. The 53 issues and 

the steps we took to remedy them are described on Attachment Fleminn-2. Today, we still 

continue to encounter challenges beyond those contained in this listing. 

Please provide some additional detail on the problems in Willow Valley. 

The most alarming was the discovery that the WMC group was providing non-chlorinated 

drinking water in a system that had past coliform events. Global immediately began 

chlorinating the water to ensure the public health and safety of its customers. 

What occurred when Global began chlorinating the water in Willow Valley? 

The chlorine reacted with the naturally occurring high levels of iron and manganese in the 

water and deposits of these minerals that had built up overtime within the distribution 

system due to lack of proper treatment - the result was the drinking water turned brown, 

literally the color of Coca Cola. 

What other issues did Global encounter in Willow Valley? 

The distribution system was in poor condition. Global realized that the distribution system 

emplaced by earlier owners was primarily substandard pipe not typically used in domestic 

water systems. Because of the high iron and manganese concentrations in the area’s 

source water (that was not properly removed with beneficial treatment techniques by prior 

owners), those pipes had become highly congested with iron and manganese deposits. 

Literally, a 6” inch diameter pipe had a 2 - 3” usable space left within the interior of the 

pipe. This also resulted in system pressure issues. 
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Q. 
4. 

How has Global been dealing with that issue? 

First, you must start at the source as to eliminate the continued introduction of the minerals 

into the distribution system. So in 2007 and 2008, Global built new iron and manganese 

removal systems at the production facilities. This was part of a multi-year, multi-faceted 

approach to eliminate the water aesthetic and quality issues. Here is an outline of the plan 

that was executed: 

Installed new chlorine injection systems that help ensure water is properly disinfected. 

Installed auto-dialer alarm systems that notify our staff in the event there are 

operational issues at our facilities. This helps prevent service outages. 

Identified all existing water lines and performed Hydraulic Modeling to establish 

distribution system performance. This assists in planning system improvements to 

maximize benefits to the system as a whole. 

Installed automatic flushing devices and operate an active flushing program to reduce 

the built up iron and manganese accretion in the water pipelines. 

Completed the Unit 17 Water Distribution Center (WDC) Improvement Project. The 

project included a new iron and manganese removal system along with a new water 

source, and complete electrical/mechanical upgrades. These new facilities have 

improved water clarity and reliability of service. 

Completed the King Street WDC Improvement Project. The project included general 

site improvements and upgrades to the existing iron and manganese removal system 

and electricaYmechanical systems. The site will be used as support for the Unit 17 

WDC in the King Street area and has also improved water clarity and reliability of 

service. 

Completed the Cimmaron WDC Improvement Project. The project included complete 

site improvements and upgrades to the existing iron and manganese removal systems 

and electrical/mechanical systems. These rehabilitated facilities will improve water 

clarity and service reliability for the Cimmaron Development. 
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2. 

4. 

(11. 

Q. 
A. 

9 Installed new control valves in strategic areas as to improve our ability to re-direct 

water, isolate line breaks, and reduce the number of customers affected by failures. 

Finally, recently we completed additional treatment upgrades to address the remaining 

water aesthetic and compliance issues, as discussed below. 

. 

Beyond these improvements that were required immediately, it remains clear that the 

remaining pipeline system must be replaced. Willow Valley will need to install new water 

mains, water line loops, and install new valves where needed to eliminate Erequent line 

failures and to improve service reliability. 

Can you provide more specific detail on the amount and type of lines that still need to 

be replaced in Willow Valley? 

Yes, Global utilized a WIFA technical grant to study the Willow Valley distribution 

system. This study helped prioritize the areas that most needed and would provide the 

most benefit if replaced first (reference Attachment Fleming-3). Overall, the study 

determined all pipelines needed to be replaced through an ongoing replacement program. 

Global estimates the cost of main replacement program could reach $5 million. 

Efficiency, Reliabilitv, and Conservation - Results for our Customers. 

Please discuss efficiency. 

Efficiency is a core value for Global Water, as noted in Mr. Hill’s Direct Testimony. 

Efficiency comes in many forms; Erom monetary, to resource preservation. In designing 

new utility systems, Global Water focuses on minimizing operating costs and consumption 

of resources (water and power). That means designing regional facilities for optimal long 

term use, equipping these assets with advanced technology systems for maximum 

automation and control, and promoting “the right water for the right use”. These methods 

allow the customer and the utility to benefit from economies of scale and reduced 
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operating costs attributable to optimized regional infrastructure, and eliminates the need to 

pay for the high costs of treating water to potable water standards when the water is 

destined for a non-potable use - such as watering grass. These concepts are part of Global 

Water’s Total Water Management approach, again as discussed in Mr. Hill’s Testimony. 

How efficient is Global as compared to peer utilities? 

Very efficient. The data below reports on Global Water - Santa Cruz Water Company, 

Global’s largest water company, and one we have been able to plan from the ground up. 

While we have made significant strides in rectifying the financial problems of WMC 

along with making the necessary infrastructure improvements, the WMC systems will 

have worse results - the choices made by former owners will have long-term 

consequences for the cost structures of these utilities. Using data from the 201 1 Annual 

Reports on file with the Commission, we compared Santa Cruz’s operating exenses to 8 

of the other largest utilities in Arizona. Santa Cruz compares favorably to its peers, 

demonstrating the benefits to customers of Total Water Management. The results are 

shown in the chart below: 
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Operational Expenses per Customer 
Santa Cruz vs. Peer Group Average 

2021 Annual Reports Data 

tabor Power Repairs & Chemicals and Other Operating 
Maintenance Testing Expenses 

Peer Group Average I Santa Cruz 
__ 
eer Group Includes: Arizona American (Water), Chaparral City, H20, Johnson Utilities 
vater) Water, Lago Dei Oro, Litchfield Park Service Company (Water), Pima Utilities. 

!. What about reliability? 

Global Water provides reliable service to our customers. Our results in Santa Cruz are 

about as good as a Utility can achieve, and we have made significant reliability 

improvements in some of the former WMC systems. In measuring reliability, we utilize 

SAIDI and SAIFI, standard reliably statistics used in the electric industry. SAIDI means 

“System Average Interruption Duration Index” and SAIFI means “System Average 

Interruption Frequency Index.” While these metrics are commonly used in the electric 

industry, they can also be applied to the reliability of water distribution systems. 
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Our results for SAIDI and SAIFI are shown in the charts below: 

SAIDI 
2009 

Santa Cruz 0.00 
Valencia 0.43 
WUGB 0.00 
WUGT 22.41 
Willow Valley 2.01 

Average in Electric industry 
(2008) 

SAIFI 
2009 

Santa Cruz 0.00 
Valencia 0.14 
WUGB 0.00 
WUGT 1.27 
Willow Valley 0.88 

Average in Electric industry 
(2008) 

2010 

0.01 
0.68 
0.17 

23.95 
17.23 

4 

2010 

0.01 
0.24 
0.09 
3.68 
3.29 

1.5 

2011 

0.00 
0.75 
0.76 
3.84 

12.03 

2011 

0.00 
0.14 
0.76 
1.81 
2.90 

Again, the utility that Global has built from the ground up, Santa Cruz, scores very well on 

these measures. Santa Cruz’s customers essentially experienced zero outages during the 

test year (and also during the two preceding years.) While Willow Valley and Greater 

Tonopah do not do not score as well on these measures, this is not an indication of a lack 

of commitment to service quality on Global’s part. Rather, it is shows the continuing 

impact of the decisions made by their previous owners who did not make the necessary 

investments to maintain healthy utilities. Global has worked diligently to alleviate these 

problems. However, in the water utility industry the legacy of prior maintenance and 

investment decisions cannot be escaped quickly or easily. 
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Q. 
A. 

How does Global compare to other utilities in water use per customer? 

As a result of our strong focus on conservation, our utilities fare well. As with the expense 

comparison, we used the annual reports on file with the Commission to prepare a 

comparison. Each of our utilities use less per customer than the peer group average. This 

indicates that Global’s Total Water Management approach to conservation and planning 

has real results. 

Santa Cruz benefits fiom an extensive system that provides recycled water throughout the 

community, thus reducing potable water use. As shown in Mr. Hill’s testimony, this 

allowed Global Water to save over 3 billion gallons of groundwater in Maricopa in less 

than ten years. 

But even Global’s other utilities use less water per customer than the average utility. We 

are able to achieve these conservation levels though the innovative rate design we 

proposed, and the Commission approved, in Global Water’s last rate case. The rate design 

includes a special rebate provided to customers that use less than a specified amount, as 

well as a six tier rate design. As shown in Ed Borromeo’s testimony, we have also focused 

on increasing the amount of information available to customers. When combined, these 

two factors - information and rate design - result in significant conservation of water. 

The results of our comparison of Santa Cruz to our peer group is shown in the chart below: 
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anta Cruz is 43% below the peer group average. 

V. 

2. 
i. 

CAGRD Adiustor Mechanism. 

What is the Central Arizona Groundwater Replenishment District or CAGRD? 

It is established under Arizona law to replenish groundwater in central Arizona. It is a 

department (not a separate district) within the Central Arizona Water Conservation 

District, commonly known as CAP.’ It is governed by CAP’s board of directors. It covers 

CAP’s three county service area (Maricopa, Pinal and Pima counties). However, 

landowners or service providers must enroll their lands within the CAGRD to participate ii 

the CAGRD program. The CAGRD program is designed to assist with compliance with 

Arizona’s assured water supply rules. 

http://www.cagrd.com/static/index.cfin?contentID=84 
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Assessment Rate Components 

Administrative* 

Q. 
4. 

Q. 
4. 

Q. 
4. 

Cost Basis 

Total cost of administering the CAGRD 

What does CAGRD do? 

At the most basic level, it collects fees from landowners or water service providers, and 

then uses those fees to purchase water (such as excess surface water, or recycled water), 

and it then injects the water into the ground. This compensates for groundwater 

withdrawals. 

Water & Replenishment** 

Infrastructure & Water Rights** 

Replenishment Reserve Charge** 

Why not directly use the water CAGRD purchases? 

Cost to purchase, transport and 
rechargeheplenish water supplies 
Costs of securing water rights and 
developing infi-astructure to deliver and 
replenish water, including capital costs 
Costs to establish and maintain a 
replenishment reserve for each AMA 

Often, CAGRD lands do not have access to surface water such as CAP water. In addition, 

some water purchased by CAGRD may not be suitable for direct potable use. 

Who must pay CAGRD fees? 

All CAGRD members pay a certain amount per acre-foot annually according to a rate 

determined each year by the CAGRD. The rate is computed separately for each Active 

Management Area ( M A )  to offset the projected costs of replenishment activities in the 

AMA, and is based on the four assessment rate components shown in the table below: 

*Uniform across AMAS 
**Computed separately for each AMA 

Each Member Service Area provider reports annually the volume of excess groundwater2 it 

has delivered within its service area and pays, directly to the CAGRD, a tax equal to the 

An amount of groundwater equal to that delivered to a member land or member service area in a 
calendar year in excess of the amount of groundwater that may be used at the member land or 
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AMA replenishment assessment rate multiplied by that volume of excess groundwater. 

When an individual subdivision joins as a Member Land, the owner executes an 

irrevocable “declaration of covenants, conditions, and restrictions” that obligates current 

and future owners (that is, individual homeowners) to pay for CAGRD replenishment 

based on the total volume of excess groundwater delivered to each parcel within the 

Member Land. The applicable parcel assessment appears on the property tax bill of each 

property owner within the Member Land. 

So the fee structures are different for Member Lands and Member Service Areas. Member 

Lands are enrolled by the developer as part of obtaining a Certificate of Assured Water 

Supply (CAWS). Member Land fees are paid by each landowner as part of their property 

tax bill based on the gallons of water con~umed.~ 

Member Service Areas fees apply to a designated provider. This fee applies to municipal 

or private utilities that enroll their service areas in the CAGRD. Such enrollment can be 

necessary, in some cases, to obtain a Designation of Assured Water Supply (DAWS). The 

CAGRD then collects the fee directly from the utility. Municipal utilities typically recover 

this fee in their rates, either as a separate “stand alone” fee on each bill, or as part of the 

general water service rate. 

delivered by a municipal provider for use within its member service area in that calendar year 
consistent with the applicable AWS rules for the active management area where the member land 
or member service area is located (ARS 648-377.01). 

Global Utilities have focused on obtaining DAWS and not CAWS for better water management 
planning. In the DAWS service areas, the individual customers are not subject to this CAGRD 
property tax assessment. Instead, the Global Utilities are taxed, not the customer. 
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Q- 
4. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Please explain Central Arizona Groundwater Replenishment District fees. 

The CAGRD reviews operating and capital expenses annually, and determines fees based 

on those expenses. The CAGRD provides firm and pro-forma projections on these fees 

annually. 

Do the Global Utilities currently pay CAGRD fees? 

Not yet, However, WUGT received approval from the CAGRD to enroll as a Member 

Service Area in December 201 1. Final acceptance as a Member Service Area will occur 

when WUGT receives its Designation of Assured Water Supply (“DAWS”) from ADWR. 

At that time, WUGT will become subject to direct CAGRD fees. Due to the benefits 

related to water conservation and regional planning of resources of DAWS, it is important 

that water utilities which- elect to apply for a designation are provided this adjustment 

mechanism to help offset the costs. 

What is the status of WUGT’s DAWS application? 

Global received a draft order from ADWR for approval of WUGT’s DAWS. Global is 

currently in discussions with ADWR regarding technical edits to the draft order. Once 

those issues are resolved, ADWR will issue the order, We expect that an order will be 

issued before the hearing in this case. 

Has the Commission approved a CAGRD adjustor before? 

Yes, they approved an adjustor for Johnson Utilities. In approving the adjustor, the 

Commission noted the public benefits of having a DAWS and enrolling in the CAGRD: 

Conservation and wise stewardship of increasingly stressed water supplies is a 
matter of paramount concern in Arizona, and we believe that it is important to 
send appropriate signals to water companies regarding their duty to l l l y  
engage in conservation programs administered by the ADWR. The CAGRD 
assessment fee is not discretionary for Companies such as Johnson Utilities, 
and the Commission believes that the CAGRD participation represents the 
kind of investment that is appropriate for timely cost recovery. To not allow 
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P. 
4. 

the Company to recover its CAGRD costs in real time may threaten the 
Company's ability to participate in the CAGRD program and would send a 
negative signal to water providers regarding this Commission's support for 
sound regional approaches to achieving safe yield in Active Management 
Areas. 

(Decision No. 71854 (August 24,2010) at pages 43-44). 

What conditions did the Commission impose in the CAGRI) adjustor? 

The Commission imposed 9 conditions4: 

1. The initial adjuster fee shall apply to all water sold after the date new rates 
from this case become effective. In order to calculate this initial fee, the 
Company shall submit the 2008 data, as per condition No. 7 below, within 
30 days of the date of the final order in this matter. 

2. The Company shall, on a monthly basis, place all CAGRD monies collected 
from customers in a separate, interest bearing account ('CAGRD Account'). 

3. The only time the Company can withdraw money from the CAGRD 
Account is to pay the annual CAGRD fee to the CAGRD, which is due on 
October 15th of each year. 

4. The Company must provide to Staff a semi-annual report of the CAGRD 
Account and CAGRD use fees collected fiom customers and paid to the 
CAGRD, with reports due during the last week of October and the last week 
of April each year. 

5. The Company must provide to Staff, every even-numbered year (first year 
being 2010) by June 30th, the new firm rates set by the CAGRD for the next 
two years. 

6. The CAGRD adjustor fees shall be calculated as follows: The total CAGRD 
fees for the most current year in the Phoenix AMA shall be divided by the 
gallons sold in that year to determine a CAGRD fee per 1,000 gallons. 
Similarly, the total CAGRD fees for the most current year in the Pinal Ah4A 
shall be divided by the gallons sold in that year to determine a CAGRD fee 
per 1,000 gallons. 

7. By August 25th of each year, beginning in 2010, the Company shall submit 
for Commission consideration its proposed CAGRD adjustor fees for the 
Phoenix and Pinal AMAs, along with the calculations and documentation 
fiom the relevant state agencies to support the data used in the calculations. 
Failure to provide such documentation to Staff shall result in the immediate 
cessation of the CAGRD adjustor fee. Commission-approved fees shall 
become effective on the following October 1 st. 

See Decision No. 71854 at 38-39. 
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2. 
4. 

V. 

Q* 

4. 

Q. 
A. 

8. If the CAGRD changes its current method of assessing fees (i.e. based on 
the current volume of water used by customers) to some other method, such 
as, but not limited to, future projection of water usage, or total water 
allocated to the Company, the Company’s collection from customers of 
CAGRD fees shall cease. 

9. As a compliance item, the Company shall submit a new tariff reflecting the 
initial adjustor fee as per Condition No. 1 above and shall annually submit a 
new tariff reflecting the reset adjustor fee prior to the fee becoming 
effective. 

Does Global accept these conditions? 

Yes, although the dates should be updated to reflect a rate order issued in 2013. 

Memorandum of Understanding (MOW fees adiustor. 

Please explain the MOU agreements signed by Global. 

Global believes very strongly in developing good relationships with the coinmunities 

served by the Global Utilities. This includes the need for cooperation with the cities we 

serve. The MOUs serve to formalize the close relationship we have developed with these 

cities and provide a number of benefits to both parties: 

Close cooperation on water conservation measures; 

Mutual exchange of development information, such as building permits, GIS data 

and water hook-ups; 

Coordination of Regional Planning; 

Coordination of the City’s obligation under Arizona’s Growing Smarter legislation; 

Expedited processing of certain permits; 

A commitment to meet and discuss issues often; and 

Access to public streets rights of way. 

How many MOUs has Global signed? 

Global has MOUs of this nature with the City of Maricopa, the City of Casa Grande, and 
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Q. 
4. 

P* 
4. 

Q. 
A. 

Q* 
A. 

the City of Eloy. 

How do the MOUs relate to water conservation? 

One of the main reasons the cities signed the MOUs was their deep concern about fbture 

water resources. They fully understood the benefits of integrated utilities that can provide 

state-of-the-art water conservation, such as the Global Utilities “Total Water Management” 

program. Indeed, the MOUs provide for close cooperation on water conservation measures 

related to properly planned and constructed utilities as well as education and conservation 

programs directed at customers. 

Please explain Global’s proposed pass-through of MOU fees. 

There are two components to the fees due under the MOUs. The first fee is to be paid by 

Global Water Resources, Inc. (Global Parent) based on a set amount for each new meter 

hook-up. We are not proposing any rate treatment of that fee. 

The second fee is a fi-anchise-like fee based on water, wastewater and recycled water 

revenues earned within the cities’ municipal planning areas. This franchise-like fee is 

specifically linked to the “operatingllicense agreement” that allows the Global Utilities to 

use the public rights of way. The Global Utilities request that this revenue-based fee be 

recovered through a pass-through mechanism. 

How were the MOU fees treated in Global’s last rate case? 

The Commission did not approve a pass through mechanism for the MOU fees. Instead, 

the MOU fees were treated as test year expenses allowed in rates. 

Why should a pass-through be approved for these MOU fees? 

Because the MOU fee is based on gross revenues, it is very similar to sales taxes, which 
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Plant Name 

Campus I WRF Ph 3 
Expansion 

P W C  In Pipe Odor 
Control 

P W C  Lagoon Clean 
Closure and Conversion 
PVUC PEQB 

VI. 

Q* 
A. 

Date Construction Expected Construction Cost 
Commenced Completion Date 
November 2008 June 2012 $ 119,810 

March 2012 June 2012 $ 52,022 

April 2012 July 20 12 $ 406,949 

April 20 12 July 201 2 $ 12,564 

are recovered on a pass-through basis. I f  a pass-through mechanism is not approved, a 

significant lag could occur between an increased MOU fee (due to increased gross 

revenues), and when those fees are recognized in rates. Because future growth rates are 

not knowable, and could be highly variable, it makes sense for this fee to be recovered on a 

pass-through basis. Again, because the fee is a percentage of gross revenue, it is easy to 

calculate and directly varies based on gross revenue. In essence, it is a sort of contractual 

sales tax, and should be recovered in the same way sales taxes are recovered. 

Post test year plant. 

What is Global proposing in this case with regards to post-test year plant? 

We are proposing that the Commission recognize the following post test year plant for 

inclusion in rate base: 

GLOBAL WATER - SANTA CRUZ WATER COMPANY 

Plant Name 

Edison Road Waterline 
Extension 

RED WDC Chlorination 
System Replacement 

Date Construction Expected 
Commenced Construction 

Jan 20 12 Feb 2012 

GLOBAL WATER - PAL0 VERDE UTILITIES COMPANY 
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SRW MH Rehabilitation 
and LS Improvement 
Phase I 

22 

23 

24 
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December 2010 February 20 12 $ 6,408 

PVUC WRF Headworks 
Rehab 

September 2012 September 20 12 $ 69,132 

Sewer Manhole Rehab 

Edison Road Sewer line 
Extension 

I 1 1 

October 2012 October 2012 $ 66,509 

August 2012 August 20 12 $ 85,000 

WILLOW VALLEY WATER COMPANY 

Plant Name Date Construction Expected cost 
Commenced Construction 

WVR SCADA - 
Completion Date 

October 2012 October 20 12 $ 80,436 

WATER UTILITY OF GREATER TONOPAH 

Plant Name 

West Phoenix 6 
Electrical Upgrades 
West Phoenix 6 Fluoride 
WPE 6 Tank and Well 
Replacement 

Date Construction Expected cost 
Commenced Construction 

Completion Date 
November 20 12 December 20 12 $ 3,076 

November 2012 December 20 12 $ 8,625 
May 2012 June 20 12 $ 95,082 

VALENCIA WATER COMPANY 

Plant Name Date Construction Expected 
Commenced Construction 

Completion Date 
Bales Fill Line July 20 12 July 20 12 

cost 

$ 78,750 

Buena Vista Fill Line 

Pima Road Waterline 

WVR SCADA 
Command Station 

July 20 12 July 20 12 $ 203,702 

April 20 12 April 20 12 $ 182,563 

July 20 12 July 20 12 $ 136,029 

21 

Improvements 
SVWDC Optimization June 2012 June 20 12 $ 7 1,526 
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Q. 
4. 

Q. 
4. 

Q. 
4. 

Why should the Commission allow post-test year plant in rate base? 

In every instance above, the post-test year plant should be in service prior to the hearing 

date expected in the case. Therefore, we will provide Staff with all the invoices for the 

plant and Staff will be able to conduct an engineering assessment to ensure the plant is in 

service and used and useful prior to the hearing. 

How will this benefit the customers? 

This approach will benefit our customers by reducing the need for a subsequent rate case 

by including used and useful plant into rate base and therefore reducing the effect of 

regulatory lag on the Global Utilities. 

How will this benefit the Commission? 

This will benefit the Commission in two ways. First, as with our customers, this will 

reduce the need for a subsequent rate case by including used and useful plant into rate base 

and therefore reducing the effect of regulatory lag on the Global Utilities. Second, it will 

benefit the Commission by enacting a new approach to water and wastewater company 

ratemaking and directly addressing the regulatory lag issue which has been a constant 

critique of the Arizona regulatory situation. See, e.g., Janney Montgomery Scott, and S&P 

Assessments of U.S. Regulatory Models. 

I believe the Staffs recent recommendations in the in response to the recent water 

workshops5 and in its Sustainable Water Improvement Plan (SWIP) proposal each 

specifically address the issue of AFUDC plant in an attempt to mitigate the effects of and 

reduce the amount of regulatory lag. Allowing a reasonable amount of post test year plant 

is another step in this direction. 

Staff Report filed on March 19,ZO 12 in Docket No. S W-20445A-09-0077 et al. 
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2. 
i. 

2. 
i. 

2- 

4. 

How will this benefit th Global Utilities? 

This will benefit the Global Utilities by significantly reducing our regulatory lag and 

allowing recovery of used and useful plant investment. 

Has the Commission approved post-test year plant in any recent rate cases? 

Yes, in fact in the last two Arizona Public Service Company rate cases, the Commission 

has approved post-test year plant additions for eighteen and fifteen months. The 

Commission also approved the most recent APS rate case in May 2012 in which the 

Coinmission also agreed to “hold open” the rate case to allow APS to include a nearly 

$300 million acquisition of Southern California Edison’s ownership interests in the Four 

Corners Generating Station. 

In response to those Decisions, the financial markets reacted positively and praised the 

Commission for dealing with the problem of regulatory lag. Without question, those 

decisions and actions have benefitted APS’ customers and investors and have improved the 

financial markets’ view of the investment dynamics in Arizona. It is definitely time for the 

Commission to begin taking similar steps with regard to the water industry. 

Is Global proposing post-test year plant adjustments similar to those approved in the 

APS decisions? 

No, in this case the post-test year plant adjustments we are proposing are for less than six 

months’ of adjustments subsequent to our rate case application. Most likely, we will be 

looking at four or five months of plant - and all of it will be in service prior to the hearing 

in this case. Furthermore the total amount of plant adjustments, for all our companies 

combined, will be less than $2 million. 

By way of comparison, the 2009 APS Rate Case Decision allowed $199 million of post- 
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test year plant into rate base. See Page 199 of 532 of Staffs Filing of Direct Testimony 

dated December 19,2008, in Docket No. 08-0172: 

The 2012 APS Rate Case Decision allowed $226 million of post-test year plant into rate 

base.6 

ACC furisdicfion OF 1S-Monrhs of Solar Generation Post-Tesf Year Plant 
Additians: 

TotaF Rate Rase. S 226.706M 

Notably, this $226 million provided to APS does not include the expected $297 million 

adjustment to be allowed into rates when APS completes its acquisition of the Four 

Corners Generating Station. 

All told, in the past three years, the Commission has approved $722 million of post-test 

year adjustments for APS. APS’s 2012 Decision provided a rate base of $8.167 billion. In 

percentage terms, about 9% of APS’s rate base will be derived from post-test year 

adjustments. 

’ See page 68 of 115 of the APS Settlement in Docket No. 1 1-0224. 

24 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

VII. 

Q* 

A. 

Q. 
A. 

By way of comparison, Global’s rate base would have less than 2 percent derived from 

post-test year adjustments under our proposal. 

Willow Valley treatment costs. 

What improvements have been made to Willow Valley’s production systems since the 

last rate case? 

Ongoing issues in the Willow Valley system required a number of treatment upgrades. In 

December 201 1, Willow Valley completed chlorine dioxide generator facility 

improvements to the Unit-17 and Cimarron water production sites, as well as instituting a 

corrosion control chemical system. The treatment upgrades were necessary to ensure that 

the systems meet the requirements of EPA’s Lead and Copper Rule, as well as 

Disinfectants and Disinfection By-products rules. However, the upgrades will result in 

significantly increased treatment expenses for Willow Valley. Because the treatment 

upgrades were completed in December 201 1, the 201 1 test year does not include these 

increased treatment expenses. This testimony provides engineering and cost detail to 

support the pro-forma adjustment to test year expenses for these treatment upgrades. 

Why were these improvements needed? 

As already noted, when Global acquired the Willow Valley system in the summer of 2006, 

the system was in poor shape and was not chlorinated. Chlorination is standard practice 

for Global Water in order to protect public health, and so chlorination was initiated 

immediately, which in turn resulted in immediate water aesthetic issues. 

As chlorine can act as both a disinfectant and oxidant, the Willow Valley system has 

experienced a number of challenging water quality issues associated with oxidation of high 

concentrations of iron, manganese and total organic carbon (TOC) levels in the source 

water. In order to address the original water quality challenges related to discoloration due 
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to the reaction of high concentrations of iron and manganese with chlorine, 

oxidatiodfiltration Units were installed at the groundwater sources in 2007 and 2008. 

Additionally, in 2009, the Federal Environmental Protection Agency (EPA) enacted the 

Groundwater Rule of the Safe Water Drinking Act (SWDA). In response to the 

requirements of this rule, Global installed continuous monitoring to ensure the necessary 

chlorine residual is maintained at all times. 

Although aesthetic water quality was improved, compliance issues related to copper 

corrosion and high total trihalomethane formations resulted. To resolve these issues, in 

2010 a corrosion control study was conducted. This study concluded water corrosion 

chemistry can be affected by groundwater treatment techniques. In the case of Willow 

Valley, incidental cuprosolvency (copper solvency) is caused by a number of factors 

related to the treatment and disinfection of groundwater. For this system, slow oxidation 

reactions due to organically bound metal compounds caused by high levels of TOC in the 

raw water source, are caused by extended use of oxidants related to iron and manganese 

removal. Coupled with the incidental aeration and increased Dissolved Inorganic Carbon 

(DIC) concentrations related to the iron and manganese filtration process, these factors are 

the leading causes of increased copper solvency of the water. To offset cuprosolvency 

effects of the water in the Willow Valley distribution system, the following improvements 

were required to be implemented: 

0 Oxidant levels must be managed in the distribution system. 

0 Oxidant levels must be managed in the pretreatment process of the iron and 
manganese filtration process. 

0 TOC compounds must be oxidized and removed prior to disinfectant application. 

0 Chlorine compounds must be managed in the distribution system. 

0 Chloride compounds must be reduced to allow alkaline components to provide 
naturally occurring protective films between the contact water and exposed metal 
piping. 
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These areas were effectively addressed utilizing the following process changes and/or 

capital improvements: 

Add oxygen scavenging inhibitors to reduce available dissolved oxygen and in 
turn, reduce oxidation potential of the contact water. 

Change pre-oxidant chemical for TOC, iron and manganese removal to non- 
chlorine base oxidant. 

Improve pre-oxidation techniques by adding in-line static mixers to improve 
oxidation efficiency. 

Move chlorine disinfectant to the discharge side of the pressure boosting station. 
Improve disinfectant dispersion by adding an in-line static mixer to the booster 
station discharge piping. 

Add corrosion control chemicals to offset damage to naturally occurring protective 
films fiom excessive chloride and sulfate concentrations, and sequester iron and 
manganese concentrations in the finished water. 

Reduce pre-oxidant requirements and improve TOC , iron and manganese removal 
through the addition of manganese dioxide, manganese greensands or other filter 
media as required per site. 

Remove excessive chloride and/or sulfate levels of the source water through 
additional treatment techniques. 

These recommendations led to bench scale piloting of alternative oxidants in 201 1 

including chlorine dioxide, and potassium permanganate, as well as corrosion control using 

two polyphosphates which were evaluated to resolve the water quality issues. 

Additionally, a field pilot study included: 

THM Control - Alternative liquid chlorine dioxide oxidant system replacing the 
sodium hypochlorite oxidant; 

Disinfection control - chlorine gas replacing the sodium hypochlorite disinfectant 
sys tem ; 

Corrosion control - Tetrasodium Pyrophosphate Corrosion inhibiting chemical feed 
systems; and 

Solids Handling - Incorporate cone bottom settling tanks to improve solids capture. 

0 

0 

The following summarizes the documented water quality results of the resultant 
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Q. 
A. 

installation of chlorine dioxide generator facility improvements to the Unit- 17 and 

Cimarron water production sites completed in December of 201 1. 

Total copper levels in the King Street Distribution System decreasing by as much 
as 61%, and all lead and copper samples conducted in 201 1 and 2012 indicate 
compliance with regulatory standards. 

Total copper levels in the Cimarron Distribution System decreasing by as much as 
65%, and all lead and copper samples conducted in 201 1 and 2012 indicate 
compliance with regulatory standards. 

Total Organic Carbon (TOC) levels decreasing by as much as 1 1 % 

Total Trihalomethane (TTHM) levels decreasing by as much as 41 %, and all 
samples throughout the pilot program and in 20 1 1 and 20 12 indicate compliance 
with regulatory standards 

Iron removal - average of 98.8%. 

Manganese removal - average greater than 85%. 

Since completion of these improvements, the WVWC has had five consecutive quarters of 

fill regulatory compliance. 

How will these treatment upgrades impact Willow Valley’s expenses? 

Unfortunately, while these results are exceptional, Willow Valley’s treatment expenses 

will significantly increase. Since much pilot study work was conducted during the 201 1 

operating year, we used the 2010 operating year as the production cost model that most 

represents current production costs prior to implementation of alternative oxidant and 

corrosion control measures. As the same chemical (sodium hypochlorite) was used for 

oxidation and disinfection purposes, the total 201 0 production cost is represented by the 

total power cost and the total sodium hypochlorite chemical costs for the 2010 operating 

year. 

The full scale improvements related to alternative oxidants, disinfection and corrosion 

control received formal Approval of Construction fkom ADEQ and was formally placed 

into service in late December of 201 1. Process optimization of the newly added assets 
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took place during the months of January and February 2012. Therefore production cost 

data from the operating period of March - 2012 were used as the production costs model 

that most represents current production costs post implementation of alternative oxidant 

and corrosion control measures. 

Comparing these costs with the total water produced equates to the following metrics: 

Table 1 - Unit Cost of Production 2010. 

1 Cimarron (2010) 12,306 1,395.02 5,189.71 $0.54 

1,848.62 305.31 1948.81 $0.70 

From these tabulated results, the water production cost for Unit 17 and Cimarron 

production sites utilizing the newly installed treatment techniques have increased 94.4 and 

98.1 % respectively comparable to prior treatment techniques. This increase translates into 

the following projected monthly increase in production cost: 

Projected Monthly Increase - Cimarron Production Site 
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Projected Monthly Increase - 1 7  Unit Production Site 

Prod($) $2,135 $2,109 $2,534 $2,707 $3,349 $2,989 
2010 
Prod($) $4,152 $4,100 $4,927 $5,263 $6,512 $5,812 
2012 

I Change($) $2,017 $1,991 $2,393 $2,556 $3,163 $2,823 1 

Prod($) $3,408 $3,591 $2,705 $2,355 $3,142 $1,755 $32,779 
2010 
Prod($) $6,627 $6,983 $5,260 $4,580 $6,100 $3,413 $63,738 
2012 
Change($) $3,129 $3,392 $2,555 $2,225 $2,968 $1,658 $30,958 1 

Engineering and data were provided by Joel Wade. Mr. Wade is currently the Process 

Engineering Manager for Global Water. His experience in the design, development, 

operation and management of advanced water and wastewater treatment technologies 

spans over 25 years. His diverse background as facility manager, designer and technical 

consultant has led to the successful start-up and procurement of eleven treatment facilities, 

ranging &om 0.250 to 180 MGD. He has also provided consulting services for numerous 

individual facilities, including project engineering, planning and investigation, civil design, 

technical research, development and efficiency evaluation. Mr. Wade was instrumental in 
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Q. 
A. 

VIII. 

Q- 
A. 

the. design, construction and start-up of the first wastewater membrane treatment facility in 

the state of Arizona. 

Mr. Wade holds a Bachelor of Science Degree in Civil Engineering as well as Masters 

Degree in Business Administration and maintains all four Grade-Four Operator 

Certifications issued by the Arizona Department of Environmental Quality (ADEQ). Mr. 

Wade has been employed with Global Water since April of 2005. 

Please summarize your testimony regarding the Willow Valley treatment costs. 

As part of our ongoing and extensive efforts to upgrade the Willow Valley system, in 

December 201 1 we installed significant treatment upgrades. These upgrades will allow 

Global to meet regulatory requirements for Willow Valley, but the related treatment 

expenses are not included in test year expenses. Because the increased expenses are 

known and measurable, and because they are necessary for regulatory compliance, the 

increased expenses should be allowed for recovery in rates. 

Tariffs. 

A. Tariff Overview. 
What tariffs do the Global Utilities have? 

The current or pending tariffs of each of the Global Utilities are listed below: 

Global Water - Palo Verde Utilities Companv 

(1) Rate Tariffs, approved by Decision No. 71878 (September 15,2010), accepted for 

filing by Staff November 5,2010. 

(2) Low Income Tariff, approved by Decision No. 72440 (June 27,201 1). 

(3) Source Control Tariff, approved by Decision No. 71878 (September 15,2010), 

accepted for filing by Staff on November 19,2010. 
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(4) Source Control Violation Tariff, approved by Decision No. 71 878 (September 15, 

2010), accepted for filing by Staff on June 17,201 1, as confirmed on August 10, 

201 1. 

Global Water - Santa Cruz Water Company 

Rate Tariffs, approved by Decision No. 71878 (September 15,2010), accepted for 

filing by Staff November 5,2010. 

Low Income Tariff, approved by Decision No. 72440 (June 27,201 1). 

Customer Meter Exchange Tariff, approved by Decision No. 72591(September 15, 

201 1). 

Hydrant Meter Deposit Charge Tariff, approved by Decision No. 72590 

(September 15,201 1), accepted for filing by Staff on February 17,2012. 

Curtailment Tariff, accepted for filing by Staff on April 9,2008 (Docket 04-0767). 

Cross-Connection / Backflow Prevention Tariff, accepted for filing by Staff on 

August 17,2009 (Docket 09-02 18). 

BMP tariff. Ordered by Decision No. 71787. Filed November 15,2010; revised 

draft filed on June 1,2012. 

Valencia Water Company (Town Division and Greater Buckeye Division); 

Willow Valley Water Co., Inc. and Water Utilitv of Greater Tonouah, Inc. 

(1)  Rate Tariffs, approved by Decision No. 71 878 (September 15,201 0), accepted for 

filing by Staff November 5,2010. 

Low Income Tariff, approved by Decision No. 72440 (June 27,201 1). 

Customer Meter Exchange Tariff, approved by Decision No. 72591(September 15, 

(2) 

(3) 

201 1). 
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Q. 
A. 

Q. 
A. 

Hydrant Meter Deposit Charge Tariff, approved by Decision No. 72590 

(September 15,201 l), accepted for filing by Staff on February 17,2012. 

Curtailment Tariff, accepted for filing by Staff on June 30,2004. 

Cross-Connection / Backflow Prevention Tariff, accepted for filing by Staff on 

August 14 or 17,2009 (Dockets 09-0217,09-0220, and 09-0221). 

BMP tariff. Ordered by Decision No. 71787. Filed November 15,2010; revised 

draft filed on June 1,2012. 

Water Utility of Northern Scottsdale, Inc. 

(1) Rater Tariffs, Approved by Decision No. 70562, approved by Staff for filing on 

December 9,2008. 

Curtailment Tariff, Approved by Staff for filing on August 16,2005 (Docket 04- 

0934). 

Cross-connection / Backflow Prevention Tariff, approved by Staff for filing on 

August 17,2009 (Docket 09-0219). 

(2) 

(3) 

What are you recommending in this case? 

The tariffs listed above should remain in effect, except for the Best Management Practices 

(BMP) tariffs. Further, the Low Income Tariff, Customer Meter Exchange Tariff, and 

Hydrant Meter Tariff should be extended to Water Utility of Northern Scottsdale, and a 

new Terms and Conditions tariff should be approved for each of the Global Utilities. I will 

address each of these proposals in turn. 

B. BMP Tariffs. 

Why should the BMP tariffs be eliminated? 

In short, the ACC BMP tariffs are unnecessary and duplicative of requirements of the 

Arizona Department of Water Resources (ADWR). m l e  the goal of the BMP tariffs -to 

promote water conservation - is laudable and supported in principle by Global who has 
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been at the forefront of groundwater conservation, imposing duplicative and cumbersome 

requirements on utilities is not the way to achieve this goal. 

Moreover, the BMPs are an ADWR program, and requiring them as ACC tariffs is 

duplicative and cumbersome. In essence, we have one regulatory program being 

administered by two different agencies. This can cause significant problems and 

inefficiencies. For example, if ADWR requests a change in one of our BMPs, we would 

have to go to the ACC get approval to change our tariff to implement the change requested 

by ADWR, even though ADWR created the program in the first place. In addition, 

ADWR may have one interpretation of a requirement, while the ACC adopts a different 

interpretation of the requirement. In short, it simply makes sense to have one agency 

administer the program, not two. 

Are there any other potential reasons to eliminate the BMP tariffs? 

Yes. While I am not a lawyer, I understand that there may be a legal issue. In 2010, the 

Arizona legislature passed a law that states: “Unless specifically authorized by statute, an 

agency shall avoid duplication of other laws that do not enhance regulatory clarity and 

shall avoid dual permitting to the extent practicable.” A.R.S. !j 41-1002(D). The Global 

Utilities will address this legal issue in their brief. 

Would elimination of the BMP tariffs reduce Global’s BMPs emplaced? 

No. Currently we exceed the Commission requirements of three or ten BMPs per system, 

depending on utility size. Eliminating the Commission’s redundant regulation of our 

BMP compliance with ADWR would not reduce our BMPs. 
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Q. 

4. 

Q. 
4. 

C. Additional tariffs for WUNS. 

Please explain why WUNS does not have a Low Income Tariff, a Customer Meter 

Downsizing Tariff, or a Hydrant Meter Deposit Tariff. 

These tariffs were added as a result of Global’s most recent rate case order, Decision No. 

71878 (September 16, 2010). Water Utility of Northern Scottsdale (Northern Scottsdale) 

was not a part of that case, and accordingly the tariffs approved in that docket do not apply 

to Northern Scottsdale. For the same reasons the tariffs are reasonable and appropriate for 

the other Global Utilities, they are reasonable and appropriate for WUNS. Thus, these 

tariffs should be extended to cover WUNS. 

D. Terms and Conditions Tariff. 

Please describe Global’s Terms and Conditions Tariff. 

Many companies have a “Terms and Conditions” or “Rules and Regulations” tariff that set 

forth many details of service. Some examples include Arizona-American Water Company 

(now EPCOR Water), Arizona Water Company, Johnson Utilities and Tucson Electric 

Power Company. These tariffs contain important features that protect the utility and 

ratepayers, as well as providing greater detail on a number of points. In most cases, these 

tariffs restate the entirety of the Commission’s rules regarding the utility service, as well as 

providing additional terms and conditions. A copy of Global’s proposed Terms and 

Conditions Tariff is included as Attachment Fleming-4. 

In order to simply Staffs review, we have elected to not reproduce the Commission’s 

water service rules (A.A.C. R14-2-401 to 410). Instead, we simply reference these rules in 

the tariff 
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Q. 

A. 

Q. 

A. 

However, because the Commission ha not dopted specific rules regarding recycled water 

(reclaimed water) service, the proposed tariff specifies the rules applicable to recycled 

water service and non-potable water service. 

Lastly, we add a few provisions taken directly from the other tariffs previously approved 

by the Commission. 

Please discuss the provision regarding non-potable water service, including recycled 

water service. 

This service is typically provided by the wastewater utility. However, the wastewater rules 

do not have provision for meters. Thus, the Global Utilities propose that the billing and 

collection and termination of service rules found in the Commission’s wastewater rules be 

applied to non-potable water service, because non-potable service is typically included in 

the customer’s bill from the wastewater utility. Likewise, the wastewater main extension 

rules should apply, because a non-potable water main extension would likely be with the 

wastewater utility. However, the remaining issues (such as meter reading) should be 

governed by the water rules, because the wastewater rules do not have provisions regarding 

meters. 

Please discuss Section 4 of the Terms and Conditions Tariff, regarding electronic 

billing. 

The current water and wastewater billing rules were written many years ago, when 

coinmunication with customers was by mail. This proposed section updates the rules to 

clarify the rules applicable to bills sent by methods other than mail. This codifies the 

Company’s existing practice for customers who chose to receive bills by a method other 

than mail. A customer may always choose to receive a traditional paper bill by mail. This 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

section is taken from Section 1 l(J)(l) of the Rules and Regulations Tariff of UNS Electric, 

Inc., (effective January 21,201 l)(page 53 of 56). 

Please discuss Section 5 regarding liability limitations. 

Liability limitations are common features of utility tariffs. Some Arizona utilities with 

ACC-approved liability limitations include Arizona Public Service Co., Tucson Electric 

Power Co., UNS Gas, Inc., UNS Electric, Inc., Southwest Gas Corp., Arizona Water 

Company, Johnson Utilities, CenturyLink, and Cox Arizona Telecom. Liability limitations 

protect the Company’s financial ability to provide service. In addition, they protect 

ratepayers from potentially being responsible for rates based on liability imposed on the 

Company. The specific provisions included in Section 5 were taken from tariffs of 

Arizona Water Company and UNS Electric, Inc. In particular, Section 5.1 is taken fi-om 

Arizona Water Company Tariff TC-243, Section X(B) (effective July 1,2010). Section 

5.2 is taken fi-om Arizona Water Company Tariff TC-243, Section XI(A) (effective July 1, 

2010). Sections 5.3 to 5.7 are taken from Section 7(F) of UNS Electric, Inc.’s Rules and 

Regulations Tariff (effective January 21,201 l)(page 53 of 56). 

E. 

Are the Global Utilities requesting any additional tariffs? 

Individual Case Basis (ICB) tariff. 

Yes, the Global Utilities also request that the Commission authorize an Individual 

Case Basis (ICB) tariff. The tariff would allow the Global Utilities to take advantage 

of unique situations. Any revenue generated under the tariffs would be considered 

regulated revenue and would help reduce the revenue requirement in future rate cases. 

What kinds of situations would be covered by the ICB tariff? 

An example would be an agreement to provide an interconnection and bulk service to a 

neighboring utility. The Company’s existing tariffs and rate design are not designed for 
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Q* 
A. 

this situation. Another example would be a customer who desires off-peak service. For 

example, an industrial customer may have on-site storage, and would desire a reduced rate 

in exchange for agreeing to take services only during non-peak hours. The same situation 

could also arise with an irrigation customer. 

We also had an industrial customer request that we provide bulk wastewater treatment 

service. The customer was located outside of the service area, and proposed trucking the 

wastewater to the company’s wastewater treatment plant. 

Lastly, this tariff would also allow the Company to address situations where a large 

customer makes a realistic threat to bypass the company’s services and provide services to 

themselves. For example, the Ft. Mohave tribe (the largest customer of Willow Valley 

Water Company) has indicated that they would consider building their own water system if 

their rates get too high. An ICB tariff would allow the Company to make reach an 

agreement with the customer, rather than losing all of the customer’s revenue. 

Has the Commission approved such tariffs in the past? 

Yes. CenturyLink and Cox Arizona Telecom both have ACC-approved ICB  tariff^.^ 
The proposed tariff language below is taken from the CenturyLink tariff: 

In lieu of the rates otherwise set forth in the Company’s tariffs, rates and charges 
including installation, special construction and recurring charges for Company 
services may be established at negotiated rates on an Individual Case Basis, 
taking into account the nature of the facilities and services, the costs of 
construction and operation, and the length of service commitment by the 
customer. Such arrangements will be set forth in individual contracts, and 

Cox Arizona Telecome, LLC, Arizona CC Tariff No. 1, Second Revised Page No. 103, Local 
Exchange Service, Section 5 (effective June 7,2009); Qwest Communications Corporation (d/b/a 
CenturyLink) Arizona Tariff No. 3, Local Exchange Services, Section 2, Page 11, Release 1 
(Effective February 3 2007). 
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Q* 
i. 

Q. 
4. 

Q* 
A. 

individual contract rates or charges will be made available to similarly situated 
customers on equal terms and conditions. 

Would Staff or Commission approval be required? 

The existing CenturyLink and Cox tariffs do not require Staff or ACC approval. However, 

if this is a concern, the following language could be added to the tariff. “The Company 

will submit each proposed contract under this tariff to the Commission’s Utility Division 

for their review and approval. The Utility Division will review the contract within 60 days 

of its submittal.” 

F. 

Would you describe the current Low Income Relief Tariff and funding? 

Global’s Low Income Relief Tariff (LIRT) was approved in Decision No. 71 878. The 

program is funded equally by Global shareholders and Global customers. The initial LIRT 

Low Income Relief Tariff and Program. 

is capped at $100,000 total annual funding (combined shareholder and customer funds) 

across Global Water’s Arizona utilities, excluding the Water Utility of North Scottsdale 

only. Program funding is comprised of a Consumer Surcharge of $0.1 1 per month, per 

connection, and an equal match of company funds. 

Would you describe the current Low Income Relief Program? 

The Global Water Low Income Relief Program (LIRT) is administered by the Arizona 

Community Action Association (ACAA), in partnership with local Community Action 

Programs (CAPs). LIRT surcharge funds are transferred to the ACAA on a monthly basis. 

All finds, less ACAA and CAP administration fees, are then distributed to the local CAPs 

at least every six months. The available hnds are distributed on a first come, first served 

basis to qualifylng Global Water customers. 
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Poverty guideline Eligibility 
$10,830 $21,660 

What are the basic qualifications of the Low Income Relief Program? 

The program is designed as a short term relief program. The program provides assistance 

to residential customers in the Global Utilities service areas for their primary legal 

residence only. 

( 2  

To qualill, applicants must: 

$14,570 $29,140 
$18.3 10 $36,620 

1. Have no history of utility tampering (cutting locks, water theft, etc.). 
2. Have made a sincere effort to pay (used both of their annual payment 

arrangements). 
3. Have household income equal to or less than 200% of the Federal Poverty 

Guidelines. 

6 
7 
8 

The 2009 Poverty Guidelines for the 
48 Contiguous States and the District of Columbia 

$29,530 $59,060 
$33,270 $66,540 
$37,010 $74,020 

I $22.050 I $44,100 I 
I $25.790 I $51,580 I 

For families with more than 8 persons, add $3,740 for each additional 
person 

What are the program limits per customer? 

Benefit amounts are capped at $250/year per customerhousehold. Funds may be used for 

payment of monthly minimum and commodity charges, as well as for any of the following 

fees incurred by the customer: 

e Deposits 

0 Late fees 
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- - -  

Company 
Palo Verde Utilities Company 
Santa Cruz Water Company 
Valencia Water Company -- 
Town Division 
Willow Valley Water Company 
Water Utility of Greater 
Tonopah 
Valencia Water Company -- 
Greater Buckeye Division 

e Reconnection charges 

e Service fees 

e Returned payment fees 

e After hours service fees (where applicable) 

Total through 30 Apr 2012 
Global Collected 
Match Surcharge Total Combined Funds 
$ 6,725.84 $ 7,065.16 $ 13,791.00 
$ 6,636.08 $ 7,065.16 $ 13,701.24 

$ 2,208.80 $ 2,353.46 $ 4,562.26 
$ 673.20 $ 661.36 $ 1,334.56 

$ 137.28 $ 142.79 $ 280.07 

$ 267.52 $ 273.59 $ 541.11 

How many consumers could benefit from the program on an annual basis? 

Assuming that the rate payers funded amount was $50,000, and Global was to provide an 

equivalent in terms of funding and administrative overhead costs coverage, there would be 

$90,000 per year for possible allocation. At the approved limit of $250/year, the program 

Total 

could assist 360 families per year, or about 1 YO of our connections. 

$ 34,210.24 
$ 16,648.72 $ 17,561.52 

To date, what amount of funding has been transferred to the ACAA? 

As of April 30,2012 a total amount of $34,210.24 LIRT funding has been transferred to 

the ACAA. This amount is comprised of $17,561.52 of LlRT surcharge and $16,648.72 of 

matching company funds. Please reference the table below for amount by utility. 
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Is Global proposing any changes to the Low Income Tariff and Program? 

No. The program is relatively new, and further experience is needed before the program is 

before changes are proposed. However, as previously discussed, the tariff should be 

extended to Water Utility of Northern Scottsdale. 

Water AccountindWater Loss. 

Can you please provide an update on Global Water’s water loss mitigation plan? 

Global has continued to pursue the water loss plan filed with the Commission on 

December 14,2010 (included as Attachment Fleminp-5). In accordance with this plan, 

Global Water created an eight person “Water Loss Task Force” to carry out the water loss 

mitigation plan. The Task Force consists of managers, supervisors, and certified operators 

who have the experience and expertise to correct water loss issues. The team took a 

holistic approach in order to address water loss within its Public Water Systems (PWS). 

This approach included the following aspects: 

m Improvements to metering accuracy; 

m Commissioning of audits and inspections; 

Implementing theft prevention programs; and 

Implementing leak detection programs. 

Below is a summary of how Global Water’s Water Loss Task Force addressed each aspect 

of the water loss mitigation efforts: 

A. Improvements to Metering Accuracy. 

A number of steps have been taken to ensure the accuracy of the meters within Global’s 

water distribution network. First, Global Water implemented a meter testing program in 

201 1. A total of 97 of the highest volume meters across Global’s PWS were tested by a 

certified contractor to verify the accuracy of each meter. Of the 97 meters tested, 45 

meters were outside acceptable accuracy tolerance as established by AWWA standards and 
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were therefore replaced with new meters. Additionally, the meters that were replaced were 

replaced with the proper meter specification; for example, high flow lines that previously 

had positive displacement meters were replaced with turbine meters to further improve 

accuracy. 

B. Audits and Inspections. 

An audit of Global Water’s billing system is conducted periodically to ensure the settings 

of the meter and Advanced Metering Infrastructure (AMI) system align with the settings in 

the billing system to guarantee all metered water is accurately captured and billed. During 

such audits, less than 50 individual accounts were discovered to have the incorrect billing 

multiplier, typically off by a factor of 10, which ultimately results in only accounting for 

10 percent of the actual water usage. Incorrect multipliers are fixed during the periodic 

audits. 

A similar individual account audit is completed when an account is identified through one 

of the following reports: 

Exception Reporting - Unusual usage patterns are flagged during routine 

reporting. These accounts are investigated, including field checks as 

necessary. 

B Zero Usage Reporting - For all active accounts that have zero usage for 

more than a single billing period, we issue a field investigation service 

order. 

B Manual reads and checks - When the AMR systems do not capture a read, 

it is Global’s policy to issue a manual read service order to prevent 

estimated or zero usage reads. 
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High Consumption Reporting - When an account registers abnormally high 

water consumption the account is investigated and the customer is contacted if a 

leak is suspected. 

Alerts and Reports - The FATHOM read management platform and the 

AMR systems themselves indicate many different failure or alert 

conditions. For example, we utilize the Tamper or No Read reports 

when the radio modules do not receive a read from the meter. 

In addition to auditing the distribution systems of each PWS, operational personnel have 

physically walked the waterlines to inspect the lines for breaks and leaks. In the event that 

a leak is found the pipeline has been repaired to eliminate the water loss. The visual 

inspection process is conducted on a regular basis, particularly when higher than normal 

water loss is detected. 

C. Implementing Theft Prevention Programs. 

Global Water is continually watchll of indications of water theft. Through Global 

Water’s FATHOM platform, vacant account usage can be detected. If a vacant account 

registers water consumption, a field investigation is generated and the meter is investigated 

for tampering. If the lock on a vacant account is cut and theft is apparent, the meter will be 

pulled to prevent further theft from occurring. In instances of repeated water theft, law 

enforcement is called to address the theft. These are our only means of action as the ACC 

previously denied our proposed water theft tariff. 

Due to the remote location and sparse population within parts of Global Water’s service 

area, Greater Tonopah and Greater Buckeye are prone to water theft. Hydrant locks have 

been deployed on the hydrants in Greater Buckeye’s Sun Valley to prevent water theft 

from occurring. Additionally, operations personnel diligently inspect the distribution 

system to ensure no one has illegally by-passed the meter. When water theft is discovered, 
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?. 
4. 

the by-pass lines are immediately removed to prevent future theft from occurring. Lastly, 

to the greatest extent possible Global has removed all unnecessary access points by 

capping unused lines to minimize the opportunity for theft to occur. 

D. 

Global Water has diligently worked to reduce the water loss through the means listed 

Implementing Distribution Leak Detection Programs. 

previously. Leak detection on the distribution mains has not yet been implemented due to 

Global’s attempt to exhaust all other water loss mitigation efforts prior to implementing 

this more costly leak detection method. Based on the increased water loss in Valencia 

Water Company, Global anticipates that it will initiate Distribution Leak Detection within 

a zone known as “Historic Valencia”, as the age and condition of the pipelines in this 

vicinity are a potential cause of the increased water loss. We will then continue this 

activity in other PWS as determined prudent. 

E. 

What are the results of Global Water’s water loss mitigation efforts? 

For the purposes of calculating unaccounted-for-water, Global Water will use the 

following accepted AWWA and industry standard. 

Test year water loss data. 

((Volume of Water Supplied - (Volume of Customer Billed Water + Volume of Authorized Usage)) 

(Volume of Water Supplied) 

Below are the PWS that register greater than 10% water loss in the reporting period from 

January 1,201 1 to December 3 1 , 201 1 and some of the contributing factors to water loss 

as tracked within our FATHOM asset management platform. We have also compared these 

values against our prior test year, 2008. Additionally, as we are beginning to see the 

benefits from the activities discussed herein in many of our systems, we have included the 

values for our current 12 month rolling annual average ( M A )  from May 201 1 to April 
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2012. 

Willow Valley Water Company 

% 
Year Pumped (1 000s) Billed (1 000s) Gallons Lost (1000s) Loss 

2008 I 13,543 I 10,379 13,164 1 23.4% 
I 1 1 

201 1 10,806 8,301 2,505 23.2% 

RAA 11,018 8,372 2,646 24.0% 
= Hydro tank failure and repair resulting in significant water loss 

% 
Year Pumped (1 000s) Billed (1 000s) Gallons Lost (1000s) Loss 

2008 115,312 91,995 23,3 17 20.2% 

201 1 89,824 68,712 21,112 23.5% 

RAA . 86,550 66,986 19,564 22.6% 

2008 115,312 91,995 23,3 17 20.2% 

201 1 89,824 68,712 21,112 23.5% 

RAA 86,550 66,986 9,564 22.6% . 
. 

11 water main repairs completed 
Five lateral water line repairs completed 
Blow-off valve failure and repair completed 

Valencia Water Company - Greater Buckeye Division 

Year Pumped (1 000s) Billed (1 000s) Gallons Lost (1 000s) % Loss 

2008 16,079 15,258 82 1 5.1% 

201 1 8,369 6,824 1,545 18.5% 

RAA 8.736 8,162 574 6.6% 
Leaking control valves discovered and replaced 
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’ Year Pumped (1 000s) Billed (1 000s) Gallons Lost (1000s) % Loss 

12.9% 2008 13.305 1 1.586 1.719 

19 

20 

21 

22 

23 

24 

25 

26 

27 

,2011 I 11.612 19.981 

RAA 1 1,503 10,056 1,447 12.6% 

1 1.631 

Year 

2008 

201 1 

RAA 

1 14.0% 

Pumped (1 000s) Billed (1 000s) Gallons Lost (1 000s) % Loss 

48,210 39,057 9,153 19.0% 

43,166 38,737 4,429 10.3% 

44,077 39,475 4,602 10.4% 

Year 

2008 

. . Drained and replaced storage tank 
Three water main repairs completed 

Pumped (1 000s) Billed (1 000s) Gallons Lost (1 000s) % Loss 

2.530 1.758 772 30.5% 

201 1 

Water Utility of Greater Tonopah 

1,997 1,560 43 7 21.9% 

Year Pumped (1 000s) Billed (1 000s) Gallons Lost (1 000s) % Loss 

2008 13,929 12,521 1,408 10.1% 

201 1 10,432 8,717 1,715 16.4% 

M A  10,409 8,748 1,661 16.0% . 2” water main repair completed 
Evidence of water theft from hydrants 
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Year 

2008 

RAA 12,028 I 1,615 I413 I 20.4% I 

Pumped (1 000s) Billed (1 000s) Gallons Lost (1 000s) % Loss 

499 342 157 3 1.5% 

% 
Year Pumped (1 000s) Billed (1 000s) Gallons Lost (1000s) Loss 

2008 514 444 70 13.6% 

11.6% 201 1 456 403 53 

RAA 43 9 3 86 53 12.1% 
Water main leak repair completed 

% 
Year Pumped ( 1000s) Billed (1 000s) Gallons Lost (1 000s) Loss 

2008 2,560 1,960 600 23.4% 

201 1 2,848 1,933 915 32.1% 

2.528 1.878 650 25.7% 
* 
= . 

Capped leaking service on abandoned property 
Installed fire hydrant meter at Fire Department to track water consumption 
Two water inain repairs completed 
Three instances of water theft through by-passed lines discovered and rectified 

% 
Year Pumped (1 000s) Billed (1 000s) Gallons Lost (1 000s) Loss 

2008 2,413 2,2 12 20 1 8.3% 

201 1 2,773 2,430 343 12.4% 

RAA 2,772 2,5 10 262 9.5% . 
Repaired one inain leak 
Drained and installed new storage tank 
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00 255 2011 ~ 
345 57.5% 

RAA 1589 1 267 1322 I54.7%* 
’ Significant water loss occurred in this system from May-September 201 1 , resulting in water loss 
iorth of 70% for much of this timefiame. This issue was corrected by October 201 1 and since that 
ime water loss is at 18% over the past 8 months. . Eight water main repairs 

Valencia Water Company - Town Division 

Year Pumped (1 000s) Billed (1 000s) Gallons Lost (1 000s) Loss 

2008 691,866 635,251 56,615 8.2% 

201 1 751,697 653,825 97,872 13.0% 

RAA 771,761 676,427 95,334 12.4% . . . 
17 water main repairs completed 
Drained storage tank for new valve and header installation (Sonoran Vista) 
Drained storage tank for maintenance (Baseline Tank) 

k *  2008 water loss included only potable water distributed from the Rancho El Dorado Water 
3istribution Center. 20 1 1 and 12 Month Avg includes all water pumped and sold. 

Despite the efforts of the Water Loss Task Force, water loss continues to be at or greater 

than 10 percent in most of the PWS listed above. 

Q. 
4. 

Why is water loss higher than 10 percent for these systems? 

Several reasons exist for water loss greater than 10 percent in these systems. First, the age 

of the infrastructure has resulted in numerous line breaks resulting in significant water loss. 
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Due to the isolated nature of the water systems in Tonopah and Buckeye, a leak may go 

unreported or undiscovered for an extended period of time. Due to the rural systems 

having fewer customers, they naturally distribute smaller quantities of water, and therefore 

a leak can have a greater impact on the overall loss of water in the system than in a larger 

system. 

Likewise, theft can have a significant impact on water loss in the smaller systems. Despite 

continued efforts to combat water theft, there continues to be instances in which meters are 

by-passed and residents illegally tap into Global’s water systems. 

Global Water does track all utility used water (authorized usage) such as backwashing and 

hydrant flushing, including estimated loss due to line breaks, leaks, and other sources of 

loss. Where metered as routine operational activities these figures are accounted for in the 

water loss figures. Where ever it is an undeterminable or insignificant volume of water, it 

has not been included in the values above, however; this information is tracked and can be 

made available if necessary. 

And finally, as we have explained to the Commission in the context of why Global’s use of 

ICFA fees was in the public interest - the West Markopa Combine system was, to use a 

non-technical phrase, a complete mess when we bought it. That’s why developers gave us 

millions of dollars just to help us buy it, that’s why ADWR and ADEQ took the 

unprecedented step of writing to the Commission to explain how vital it is for Global to 

serve that area, and why we continue to try to explain to the Commission that we used 

ICFA money to buy systems that were not purchasable by any other means. 

We continue to invest millions of dollars into fixing these systems, and preparing the 

Lower Hassayampa Sub-basin for Total Water Management - to ensure that one of the 
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Q. 
A. 

Q. 
A. 

most over-allocated regions of the state can actually develop and provide homes and jobs 

to Arizonans. The water loss data above drives home once again the public interest of our 

purchase of the WMC assets. 

What are some considerations that should be made with respect to water loss? 

Unaccounted for water rarely results in visible water at the surface (as these would be 

repaired immediately) and is typically low flow, continuous gasket leakage that occurs 

over time. As a result, typically water loss is a direct function of the number of joints 

(gaskets) in the distribution system. While many of the West Valley Region systems serve 

small numbers of customers, they have very lengthy distribution systems. As a result, one 

can expect that the water loss in these systems will be disproportionate to the volume 

pumped. This will skew the percentages. 

F. 

What future actions have been planned to manage water loss? 

Global is moving forward with additional meter audits on the next tier of highest 

consumption meters within the distribution system. Meter audits will occur continually 

with the fi-equency based on the criticality of the meter in terms of potential water loss and 

according to regulatory requirements such as our pending BMP tariffs. 

Future actions to mitigate water loss. 

Additionally, operations personnel will continue to observe the distribution network by 

walking the distribution lines to confirm the lines are operable and without leaks. This will 

also continue to be the greatest source. of theft prevention. 

Global Water will continue to advance the use of technology to operate its utilities and 

continue to advance the FATHOM Read Management program that will greatly increase 

water loss detection efforts through the full utilization of the AMI data and technology. 
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X. 

2. 
4. 

Q* 
A. 

Read Management will use a series of algorithms to analyze AMI data to actively monitor 

meters that have active low usage which could be an indication of a water leak. Additional 

algorithms will detect meters that never register zero flow, which is indicative of a leak. 

Each of these notices will automatically generate an immediate field investigation so that a 

technician can eliminate any metering system errors and ultimately drive down water loss. 

Lastly, Global Water may choose to employ leak detection, but this would require the 

procurement of the necessary equipment or professional services. As leak detection 

ultimately becomes necessary to reduce water loss, Global will complete individual cost- 

benefit analyses for each PWS. 

Rate Design . 
Please describe Global’s proposed rate design in this case. 

We propose to keep in place our innovative “Rebate Threshold Rate” design that was 

approved by Decision No. 71878 (September 15,2010), and to expand this design to our 

Water Utility of North Scottsdale as well. In review, this rate structure incorporates the 

following elements: 

1. A volumetric rebate, 
2. 
3. 

Six volumetric rate tiers instead of three, and 
Revenue decoupling via increased basic monthly service charge. 

Are you proposing any significant changes to the rate design? 

The rate design will not have any material change with respect to the major structural 

elements, as we have kept the 6 tier system with the same volumetric break overs, and we 

keep in place the volumetric rebate. We do however propose minor adjustments to the 

parameters associated with the rebate volume threshold, the percent of the rebate, and the 

basic monthly minimum charge. 
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Santa Cruz 

Valencia 

Greater Buckeye 

Q- 
4. 

7001 6050 14% 
6701 6050 10% 
9001 7930 12% 

Please explain these changes. 

The changes proposed are in response to the notable success of our many conservation 

practices including this rate design itself, which have resulted in a decline in the average 

monthly usage per residential customer when comparing the period utilized to set the 

previous rebate threshold. The demand destruction we have achieved was the stated 

objective, but as we realize these lasting changes the rate design must be fine tuned to 

continue to achieve our three core goals of revenue neutrality, equity and conservation. 

Again, with this design and our proposed parameter adjustments, lower use results in lower 

consumer costs while ensuring the utility’s finances remain sound. Further, it places the 

ultimate control of costs well within the management capabilities of the consumer. 

I will explain the proposed changes in the following order: 1) rebate volume threshold; 2) 

the percent of consumptive charges available for rebate; 3) adjustments to the basic 

monthly minimum charge. 

1) In Global’s last rate case, the rebate threshold was set for each water utility, based 

on 90% of the average residential customer’s consumption for the period 

November 2007 to October 2008. Currently, between 65% and 75% of customers 

qualify for the rebate. Thus, the threshold should be reduced so that these 

customers are M e r  encouraged to reduce their usage. Clearly, any such change 

must be in the form of another realistic step downwards, so we believe that using 

the same 90% of average residential customer consumption target used in the last 

case, but updated with average usage data for the period January 201 1 to 

December 201 1, results in the proper rebate thresholds (RBT). Those thresholds, 
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I North Scottsdale 

I GreaterTonouah*** I 7401 I 7270 I 2% I 

N/A I 13720 I 
I willow Vallev 1 6401 I 4373 I 32% I 

* period November 2007 to October 2008 
**period January 2010 to December 2011 

***received a rate reduction in last rate case 

2) The volumetric rebate allows for residential customers who achieve real, immediate 

reductions in water consumption to realize an immediate reduction in their 

volumetric charges. Any time a customer achieves a consumption level below that 

of the Rebate Threshold, that customer is entitled to receive a reduction in 

volumetric charges (commodity charges). In order to simplify the program for us 

and the customers, and still retain a powerful incentive, we have standardized all 

utilities at a 50% rebate on their volumetric charges. Previously, this rebate ranges 

between 45% - 65% dependent upon the utility. 

3) Lastly, we have targeted a 55% monthly basic charge for all water utility rate 

designs (except for Willow Valley where we targeted 60%), up from the approved 

basic charges in the last rate case that calculated to a 50% monthly basic charge. 

Increasing the basic charge is a critical component in continuing to allow Global to 

achieve real and lasting demand destruction, while keeping our utilities financially 

healthy. 

For Willow, our rate design generates 60% of the revenue from the monthly basic 

charge due to the unique demographics and low residential water usage that exists 

in the system. In Willow, there are mostly small mobile unit style communities, 

and there are only a few commercial or irrigation accounts. Additionally, a large 

percentage of the commercial revenue is attributable to one customer who ones 

multiple accounts, that being the Fort Mohave Indian Tribe with whom Willow 
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Q. 

A. 

Q. 
A. 

has a contract to provide water to several of their properties through numerous 

master meters. Because 86% of the revenue comes from residential meters with 

relatively low usage, and only 12% from commercial (again, with most being the 

Tribe), and only 2% for irrigation, there is not the opportunity to have the majority 

of the rate increase incurred by those with usage in the highest tiers. So it must be 

more heavily applied to the residential customers, and in the form of an increase to 

the basic monthly charge, taking it to the 60% target. 

Can people really be expected to benefit from the three parts of the Rebate Threshold 

Rate design? 

Absolutely. Our records indicate that since the implementation of this program in August 

of 2010, through April 2012, we have issued a total of $1,350,985.57 in rebates. 

Additionally, many consumers in the area are already qualijling for  the Rebate Threshold 

today - even at the new threshold level, and so would receive the immediate benefit of the 

rebate. And with the new threshold level, the average residential customer would begin 

saving financially when they save another 670 gallons of water in a month. 

How easy is it for a customer to save 670 gallons? 

670 gallons per month can be saved in many ways. It represents only 22 gallons per day. 

This volume can be saved by reducing outside use 7 minutes per day. Or by a number of 

other activities including8: 

e Save up to 1,000 gallons per month: Turn off the water while brushing your teeth 
and shaving. 
Save up to 250 gallons per month: Rinse fruit and veggies in a bowl of water 
instead of under running water. 

e 

http://www.chnep.orp/MoreInfo/water conservation facts.htm, accessed 9 December 2008 

55 

http://www.chnep.orp/MoreInfo/water


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q. 

A. 

Q. 
A. 

e Save up to 1,000 gallons per month: Run your washing machine and dishwasher 
only when full. 
Repairing a dripping faucet can save up to 30 gallons per day. 

Dripping showerheads can waste 75 to several hundred gallons of water a week, 
depending on the size of the drip. 
Save up to 1,000 gallons per month: Limit showers to five minutes and install 
water-efficient showerheads. 

e 

0 Fix a toilet leak and you can save as much as 100 gallons of water per day. 
e 

0 

So there are numerous activities that the homeowner can implement that will save water. 

The idea behind the Rebate Threshold is that by setting the standard, and providing 

feedback on the attainment of that standard, the homeowner will take action to benefit 

financially. When people benefit financially they will be more motivated to conserve 

resources, and the environment can benefit through reduced water withdrawals. 

Will the RTR apply to Commercial and industrial customers as well as to residential 

customers? 

The RTR is primarily designed as a residential modifier. The Rebate Threshold is 

determined on the basis of the average residential consumption. However, commercial and 

industrial accounts that also reduce their consumption below the Rebate Threshold would 

be eligible to receive the rebate. 

Please explain Santa Cruz’s proposed rate structure. 

Santa Cruz proposes the following rate structureg: 

Base Rate: 

$34.00 
$34.00 
$85.00 

’ Note that the process described here is similar across all utilities in this application. 
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3 
4 
6 

Q. 
A. 

$544.00 
$850.00 

$1.700.00 

I 2 1 $272.00 I 

0 
1001 
5001 

gallons 
1000 $1.35 
5000 $2.45 
10000 $3.50 

18001 
25001 

Commodity Rates: 

25000 $5.75 
And greater $6.75 

I From 1 To I Costper1000 1 

I 1 000 1 1 18000 1 $4.75 1 

Rebate Threshold: 

Monthly Usage < 6,050 gallons per month” results in a 50% reduction in volumetric 

charges. 

This rate structure is calibrated to achieve the revenue requirement of $12,895,269 per year 

for the utility. 

Can you describe the method employed to determine these rates? 

For each utility, we utilized the same method and computerized excel based model as we 

did in setting the rates in the last rate case. However, in another effort to simplify the rate 

values and in order to ensure we achieve our stated goals relative to the monthly basic 

charge and pushing more of the increase in consumptive revenue to the highest tiers, we 

manually modified the model outputs to smooth out the results while still hitting the 

revenue requirement calculated in the schedules. 

- ~ 

lo This number is determined by taking all consumption by all residential accounts in the test year 
period, and calculating the arithmetic average of that data set, then multiplying that value by 90%. 
In Willow, due to the demographics and seasonal occupancy issues, we have also remove the 
“zero” consumption accounts. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

In summary, can you describe the effects of the rate design as proposed? 

All of the water rates in this application use the same process for determination. The 

particulars for each utility are shown below. The details of these rates are also shown in 

the attached schedules to this application. 

Are the any other key aspects to the rate design that needs considered? 

Yes. As noted in Mr. Hill’s testimony, Global has agreed to a rate phase-in to limit the 

impact to our customers. The terms of the rate phase in are outlined in our MOU with the 

City of Maricopa. The phase-in applies to Santa Cruz and Palo Verde. The phase-in is 

relative to the median residential househoId in accordance with the following terms. 

Accordingly, for the next ten (1 0) years from the effective date of this MOU, 
in instances when a Utility Company’s total required rate increase will result 
in an increase to the median residential customer that is greater than (a) 5% 
when CPI is less than 2%; or (b) CPI plus 3% when CPI is greater than 2% 
(hereafter referred to as the “Annual Limit”), Global will request that the ACC 
authorize the Utility Companies to phase-in the total required rate increase to 
mitigate customer impacts by seeking no greater than the Annual Limit per 
year increase to the median residential customer per utility. This approach 
will defer the amount of the total required increase over the Annual Limit for 
recovery in f’uture years. 

As such, Global stipulates to such a phase-in, with the explicit intent to recover the lost 

revenue from the phase-in periods in future years as already agreed to by the City of 

Maricopa. 

Does this conclude your direct testimony? 

Yes. 
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Gfobal Water - Ron L. Fleming 

Mr. Fleming is General Manager of Global Water’s Arizona 

Regulated Division, which consists of 14 regulated water, 

wastewater, and recycled water utilities. In this role, Mr. Fleming 

has primary responsibility for the performance, growth and 

strategic direction of the Division, and has ownership of a l l  
aspects o f  uti l i ty operations & maintenance, compliance, 

customer service, development services, engineering & 

construction, and regulatory affairs. 

Mr. Fleming leads an elite team of SO+ professionals that deliver 

on the Regulated Division mission - t o  transform utilities into 

highly technical, efficient, and advanced water resource 

management systems. Global Water generates industry leading 

metrics within these utilities by developing people and processes 

that systematically optimize facilities, and by implementing 

advanced infrastructure and technological systems t o  improve 

resource conservation, service levels, and financial performance. 

Prior t o  becoming General Manager, f rom December 2004 t o  

May 2007 Mr.  Fleming was employed as the Senior Project 

Manager for Global Water overseeing the  deployment of  all 
capital improvements within the Maricopa-Casa Grande Region. 

During this period, Global Water invested over $160 million in 

the Region building integrated regional water, wastewater, and 

recycled water systems. Role responsibilities included aspects of 

long range planning, design conception, permit acquisition, 

contracting, material procurement, construction oversight, 

project delivery including commissioning and training, owner and 

regulatory approvals, and all accompanying financial budgeting 

and reporting. 

Prior t o  Global Water, Mr .  Fleming gained experience in the 
uti l i ty and heavy civil industries working as a Project Engineer 
and Project Manager for multiple general contractors, 
constructing $36 million in infrastructure as described further in 
the attached listing. 

The distinct experience and knowledge derived from having 

managed teams, relationships, and projects developing solutions 

on both the contractor and owner side of the uti l i ty industry has 

allowed Mr.  Fleming t o  excel within Global Water as the 

company fulfills i ts mission to  produce sector leading Utilities. 
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Global W a t e r  - Ron L. Fleming 

General Manage? for Global Water Resources, West Valley Region (2007 - 2010), Arizona 12010 t o  present). 
Ensure overall compliant operations as primary objective for 17 public water systems and 5 
integrated wastewater and recycled water providers. 
Deliver industry best financial performance on a consolidated +$30MM income statement. 
Care for, and minimize asset life cycle costs on a $300tMM balance sheet. 
Develop and implement an ongoing strategic plan, with associated budgeting and forecasting, 
financial reporting, capital improvement program, rate cases, etc. 
Direct supervision of uti l i ty department heads including the following Divisional Management Team; 
operations, special programs, environmental resources, engineering and construction, and 
development services. 
Direct management o f  other key business functions, including regulatory affairs, legal matters, and 
corporate reporting. 
Establishment and quality preservation of key relations; regulators, municipalities, industry partners, 
vendors, and customers. 

0 

0 

0 

0 

0 

Senior Project Manager for Global Water Resources, Maricopa, A2 (2004 - 2007). Provided owner 
representative/project management services for the  deployment o f  regional uti l i ty infrastructure. 

2 MGD Water Reclamation Facility expansion: included the construction of a 9 MGD influent lift 
station, a 6 MGD head works with screw style auger and vortex grit separator, odor control 
systems, multi-train sequencing batch reactors (SBR), post equalization basin, additional tertiary 
cloth media filtration, and ultra violet disinfection system. 

Q 1 MGD Water Reclamation Facility: full facility construction including headworks, SBRs, 
equalization and clearwell basins, pumping, process, and electrical/control systems. 

* 3 Water Distr ibution Centers: 1 expansion and 2 new builds, including the installation of  2 MG of 
ground water tank storage, 18 MG of booster station capacity, disinfection and electricaI/control 
systems: 
3 domestic water system production we l l  sites: selection and conversion of existing agricultural 
wells t o  domestic system wells, f rom the preliminary analysis via down hole sampling and 
inspection, through modification designs, and the above ground pumping, piping, 
electrical/control and facility improvements. 
5 sanitary sewer lift stations: full facility construction of  special collecting structures, lift station 
wet wells, pumping, piping, electrical/control and facility improvements, including odor control 
systems. 
Backbone pipeline network: deployed 45+ miles of potable water mains, 30+ miles of waste 
water collection lines and force mains, and 40+ miles of recycled waterlines including 6 recycle 
water delivery structures a t  storage impoundments, with automated valving and controls. 

6 

a 

Q 

0 

Uti l i ty  Engineer for  FNF Construction, Inc. Gilbert, AZ (2004). 
0 SR202L Santan Freeway Project: included the construction of  4 miles of  freeway including 

earthwork for  sunken profile travel ways, retaining walls, overpass bridges, connecting roadways, 
and 6 lanes fo r  vehicular traffic. Utility Engineer was responsible for the planning, scheduling, 
sourcing, and budgeting o f  a l l  underground utilities ($9.4MM) including a massive storm water 
collectioh system wi th  t w o  storm water extraction pump stations. 

Project EngineerfManager for MMC, Inc. Lake Havasu City and Gilbert, A2 (2002-2004). 
26 MGD Biological Manganese Water Treatment Facility: included the construction of an 
influent cascade aerator, multi-chamber filtration structure, backwash pump station, settling 
tanks, sludge handling system, ultraviolet disinfection, chlorine contact basin, clearwell, finished 
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water pump station, and control/solids/administration facilities. All process structures where 
cast-in-place concrete. Responsibilities included submittal review and approval, request for 
information, work packages, daily reports, record drawings, unit cost and labor tracking, etc. 
Gilbert Road lmprovement Project: included widening 3 miles of a major arterial roadway from 
t w o  lanes t o  four, including turn lanes, medians, and full curb/gutter/sidewalk. Project 
encompassed 2 major intersections requiring installation of traffic control street lights and 
decorative concrete placement. In conjunction with surface improvements, project required an 
expansion t o  the underground water and wastewater pipeline networks. Responsibilities included 
sub-contractor and in-house trade supervision, scheduling, pay applications, change orders, 
estimating, earned value management, cost accounting, and all day-to-day management 
activities. 
Kiowa Avenue Widening: included widening 2 miles of  arterial roadway from two  lanes of traffic 
t o  th ree ( two  travel ways plus one turn lane), including the widening of a storm drainage culvert, 
three intersections, and ful l  curb/gutter/sidewalk. In conjunction with surface improvements, 
project required an expansion t o  the underground water and wastewater pipeline networks. 
Responsibilities included sub-contractor and in-house trade supervision, scheduling, pay 
applications, change orders, estimating, earned value management, cost accounting, and al l  day- 
to-day management activities. 

* 

_. 
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1.0 EXECUTIVE SUMMARY 

Water quality and system degeneration have been significant concerns in the Willow Valley water 
system. The analysis performed herein will focus primarily on the physical condition of 
infrastructure, as well as water age and the associated high production of trihalomethanes (TTHMs) 
in the system. 

This study will include the following main components: 

1. Existing Infrastructure Audit: The existing water system infrastructure will be . 
evaluated. Age and condition of existing infrastructure will be established 

2 .  Water System Modeling: A model will be prepared of the water system in order to 
evaluate criticality of existing components, as well as evaluate water age and TTHM 
formation in the system. 

3. 20-year Capital Improvement Plan: Based on parameters such as age, condition, 
and criticality, a 20-year Capital improvement plan will be prepared to provide the 
replacement of the aging system components. 

In conjunction with this study, an audit of the existing infrastructure was performed. It was 
determined that the water distribution centers are in reasonable condition, though some 
improvements to the treatment processes will be required due to water quality concerns. It was 
also determined that the condition of existing piping is poor, and replacement of the majority of 
the water system piping is required. 

Water modeling of the system was also performed. The analysis included evaluation of water ages. 
Through the water system modeling, it was determined that water age i s  not a significant factor 
contributing to the high TTHM levels measured in the system. Further analysis of water quality and 
system processes indicated that the source water had high levels of total organic carbon (TOC), and 
that unusually high levels of chlorine were being dosed into the treatment process in order to 
oxidize the iron and manganese prior to filtration, as well as maintain an adequate residual in the 
system. 

It was determined that the high TTHM levels were the result of direct oxidation of the high levels of 
TOC with sodium hypochlorite. It is recommended that an alternate oxidant be utilized up front to 
oxidize the TOC, iron, and manganese, and that sodium hypochlorite be added for residual only 
after treatment has taken place. Alternative oxidants such as chlorine dioxide, potassium 
permanganate, and ozone are already being evaluated in conjunction with a separate corrosion 
control study already under way by Global Water Resources. 

A 20-year capital improvements plan was prepared to implement the required system 
improvements. This plan includes immediate process changes to bring TTHM, and copper levels 
into compliance, as well as valve replacement to ease the burden of isolating main breaks in the 
existing system. Strategically locating valve replacements within the system will allow the system 
to be more functional during the water mains replacement program period. The water mains 
replacement program will ultimately replace the aging infrastructure that currently experiences in 
frequent line breaks. 

~~ 
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2.0 INTRODUCTION 

2.1 Project Location 

Willow Valley is located in Mohave County, Arizona. The service area of the Willow Valley 
Water’Company includes water services located within sections 21, 23,27, and 35 of Township 
18N Range 22W. The vicinity map below provides a graphical representation of the location of 
the service area of the Willow Valley Water Company. 

2.2 Project Background 

The service area of the Willow Valley Water Company is comprised of three water systems. 
These water systems are as follows: 

1. Cimmaron Water System 
2. Unit 17 Water System 
3. Commercial Street Water System 

~ 
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These water systems are generally for residential use only, except that the Commercial Street 
WaterSystem has approximately 23 service connections for commercial/industriaI users. The 
Commercial Street Water system was originally constructed in the early 1960’s, though a 
centralized water supply facility was constructed in the late 1990’s that eliminated the need 
for two wells in the system that are st i l l  in place. However, the 2 wells are not used due to 
water quality concerns and inadequate equipping. The Commercial Street water system does 
not currently have an independent water supply, but is  provided water from the Unit 17 water 
system through a 6-inch PVC transmission line installed in approximately 1998. 

Development of the Unit 17 Water system also began in the early 1960’s, and steadily 
increased into the early 1980‘s. Development of  one small area a t  the eastern boundary of 
this area was began in recent years, but was not completed, presumably due to economic 
conditions. 

Development of the Cimmaron Water system was initiated in 1990. Development has 
occurred steadily in this area, with improvements as recent as 2007. This service area is built 
out based on existing planning, though additional capacity in the system exists for potential 
expansion in the future. 

2.3 Project Scope 

Water quality and system degeneration have been significant concerns in the Willow Valley 
water system. The analysis performed herein will focus primarily on the physical condition of 
infrastructure, as well as water age and the associated high production of trihalomethanes 
(TTHMs) in the system. 

This study will include the following main components: 

4. Existing Infrastructure Audit: The existing water system infrastructure will be 
evaluated. Age and condition of existing infrastructure will be established 

5. Water System Modeling: A model will be prepared of the water system in order to 
evaluate criticality of existing components, as well as evaluate water age and TTHM 
formation in the system. 

6. 20-year Capital Improvement Plan: Based on parameters such as age, condition, 
and criticality, a 20-year Capital improvement plan will be prepared to provide the 
replacement of the aging system components. 

February 2011 
.. 

Page 3 of 20 



Willow Valley Water Company 
Water System Master Plan & Preliminary Engineering Report 

3.0 EXISTING WATER SYSTEM INFRASTRUCTURE AUDIT 

3.1 Population 

There are approximately 280 residential service connections in the Cimmaron Water System, 
1,419 residential service connections in the Unit 17 Water System, and 137 residential service 
connections for the Commercial Street Water System. The Commercial Street Water System 
also has approximately 23 non-residential service connections. 

3.2 Demand 

Demands for residential users in the Cimmaron Water System are approximately 131.8 gpd per 
home. Demands for residential users in the Unit 17 and Commercial water systems are 
approximately 186.8 gpd. Demands for the commercial users are approximately 554.2 gpd per 
meter. These demands are lower than the typical values for water consumption due to 
perceived water quality issues in the system. These demands also include the water losses. As 
infrastructure is replaced, demands may become less due to a reduction in water loss in the 
system. 

3.3 Service Area 

Though the service area for the Willow Valley Water Company is spread out over an area 
approximately 9 square miles, the elevation only varies from 467 ft amsl to 491 f t  amsl, a 
difference of 24 feet. The service area is comprised primarily of residential users, though there 
is a small area of commercial/industrial development that is  also included. 

3.4 Unit 17 Water System Assets 

The water system is comprised of the following water system assets: 

1. Two (2) Water Distribution Centers (WDCs) 
2. Four (4) Wells 
3. Two (2) Treatment Systems 
4. Two (2) Potable Water Storage Reservoir 
5. Six (6) Distribution Pumps 
6. Two (2) Hydropneumatic Tanks 
7. Distribution Waterlines 

Figure 2 below provides a graphical representation of the water system infrastructure. 
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3.4.1 

3.4.2 

3.4.3 

3.4.4 

3.4.5 

Water Distribution Centers 

There are currently two (2) WDCs. The Kingsley Street WDC is located in the 
northwestern portion of the Unit 17 system a t  the intersection of Kingsley Street and 
Clearview Drive. The Green Valley Road WDC is located along Green Valley Road 
approximately '/s of a mile south of King Street. The Green Valley Road is the primary 
water source for the system, with the Kingsley Street WDC operating as a redundant 
supply. 

Wells 

There are currently a total of four (4) wells in the Unit 17 Water System. However, two 
of these wells are not currently in use. One of the existing wells is located a t  the 
Kingsley Road WDC, and the other is  a t  the Green Valley Road WDC. The Green Valley 
Road Well is a 6-inch, 30 hp Goulds submersible pump with a design capacity of 500 
gpm. The Kingsley Road Well is a 15-hp Simmons submersible pump with a design 
capacity of 500 gpm. The size of the Kinsley Road Well pump is not known. 

Treatment Systems 

The source water from the wells is high in total organic carbon (TOC), iron and 
manganese. There are currently two (2) water treatment systems in the Unit 17 area. 
One is  located a t  each WDC, and is plumbed to receive raw water directly from the well, 
and discharge into the onsite potable storage reservoir. The treatment systems are 
Pureflow iron and manganese treatment systems. Under current operation, raw well 
water is dosed heavily with chlorine to oxidize the iron, and then the water is filtered by 
a sand filter with a proprietary sand media and discharged into the reservoir. Adequate 
chlorine is dosed upfront of the treatment system to maintain chlorine residual in the 
water system. 

Potable Storage Reservoirs 

The Green Valley Road reservoir is 34 feet in diameter and 24 feet tall. The volume of 
the reservoir is approximately 163,000 gallons. The Kinsgley Road Reservoir is located 
off site a t  a separate storage facility northwest of the Kingsley Road WDC. The offsite 
reservoir is 32 feet in diameter and 16 feet tall. The volume of the Kingsley Road 
reservoir is approximately 96,000 gallons. 

Distribution and Fire Pumps 

The Green Valley Road WDC includes three pumps. There are two 15 hp distribution 
pumps and a 40 hp fire pump. The pumps are al l  Goulds end suction centrifugal pumps. 
Catalogue pump curves were obtained from Goulds for the purposes of modeling. 

The Kingsley WDC also includes three pumps. There are two 15 hp distribution pumps 
.and a 30 hp fire pump. The 15 hp pumps are Goulds end suction pumps, but the fire 
pump is a Berkley close coupled centrifugal pump. 
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3.4.6 Hydropneumatic Tanks 

At each WDC site there is  a pressure tank the floats on the system as surge protection, 
and to prevent frequent cycling of  the pumps. The Green Valley Road hydropneumatic 
tank is  72" in diameter, and 24'"'' in length. The tank has a storage volume of 5,216 
gallons. The Kingsley Road hydropneumatic tank is 60" in diameter and 15' in length. 
The tank has a storage volume of 2,202 gallons. 

3.4.7 Distribution Waterlines 

The distribution water lines vary from 3" to 8" in diameter, and include pipe materials of 
ductile iron, PVC, and asbestos. In general, the oldest water lines in the system are 4- 
inch PVC and asbestos. The newer pipes (Newer than 1970) have a minimum diameter 
of 6-inches and are PVC. The majority of the system is comprised of pipes older than 40 
years. Field evaluation of the system by the operations staff has revealed that 
approximately 90% of valves are not operable. The inoperable valves are primarily 
located within the older pipe network. 

3.5 Commercial Street Water System Assets 

The water system is comprised of the following water system assets: 

1. One(1) Water Distribution Center (WDC) 
2. Three (3) Wells 
3. One (1) Potable Water Storage Reservoir 
4. Two ( 2 )  Distribution Pumps 
5. One (1) Hydropneumatic Tanks 
6. Distribution Waterlines 

Figure 3 below provides a graphical representation of the water system infrastructure. 
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3.5.1 Water Distribution Centers 

There is currently one water distribution facility serving the Commercial Street system. 
The facility is located a t  approximately Commercial Street and Highway 95. This facility 
is provided water from the Unit 17 system. 

3.5.2 Wells 

There are currently a total of three (3) welts located within the Commercial Street 
System. However, due to water quality concerns. None of the wells are currently in 
use. 

3.5.3 Potable Storage Reservoirs 

A single 47,000-gallon storage reservoir is included in the Commercial Street facility the 
reservoir is filled off of a 6-inch transmission line extending from the Unit 17 system. 
The reservoir f i l ls off of system pressure and feeds the distribution pumps for the 
Commercial Street system. 

3.5.4 Distribution Pumps 

Water distribution within the Commercial Street system is provided by two (2) 15-hp 
centrifugal pumps. These pumps draw water from the storage reservoir and discharge 
from the site into an 8-inch distribution line in Highway 95. This distribution line 
extends to the north to serve commercial users, and south to a residential development. 

3.5.5 Hydropneumatic Tanks 

A hydropneumatic tank a t  the Commercial Street facility regulates the pressure a t  the 
discharge of the distribution pumps. The tank is approximately 2,200 gallons. 

3.5.6 Distribution Waterlines 

The distribution water lines vary from 4" to 8" in diameter, and include pipe materials of 
ductile iron, PVC, and asbestos. In general, the oldest water lines in the system are 4- 
inch PVC and asbestos. The majority of the system is comprised of pipes older than 40 
years. Field evaluation of the system by the operations staff has revealed that 
approximately 90% of the valves are not operable. 

3.6 Cimmaron Water System Assets 

The water system is comprised of the following water system assets: 

1. One (1) Water Distribution Center (WDC) 
2. Two (2) Wells 
3. One (1) Treatment System 
b. One (1) Potable Water Storage Reservoir 
5. Four (4) Distribution Pumps 
6. One (1) Hydropneumatic Tank 
7. Distribution Waterlines 

Figure 4 below provides a graphical representation of the water system infrastructure. 

~ 
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3.6.1 ‘Water Distribution Center 

There is currently one (1) WDC for the Cimmeron Service Area. It is located along 
Cimmeron Boulevard to the east of Highway 95 (Mohave Valley Highway). The WDC 
includes one of the wells, the treatment system, storage reservoir, distribution pumps 
and hydropneumatic tank. 

3.6.2 Wells 

There are currently a total of two (2) wells in the Cimmaron service area. These wells 
are referred to as the little well and the big well based on casing diameters (6” and 16”, 
respectively). The big well is  located within the WDC, and is the primary water supply 
for the system. The little well is located across Cimmeron Boulevard from the WDC, and 
serves only as a backup water supply. Each of the wells has a design capacity of 300 
gpm. 

3.6.3 Treatment Systems 

The source water from the wells is high in total organic carbon (TOC), iron and 
manganese. There is currently one (1) water treatment systems in the Cimrnaron area. 
The treatment system is configured to receive water from both the little and big well. 
The treatment system is a Pureflow iron and manganese treatment system. Under 
current operation, raw well water is dosed heavily with chlorine to oxidize the ironand 
manganese, and then the water is filtered by a sand filter with a proprietary sand media 
and discharged into the reservoir. Adequate chlorine is  dosed upfront of the treatment 
system to maintain chlorine residual in the water system. 

3.6.4 Potable Storage Reservoirs 

The Cimmeron reservoir is located a t  the WDC and is 45 feet in diameter and 16.5 feet 
tall. The volume of the reservoir is  approximately 196,000 gallons. While the reservoir 
is  16.5 feet tall, current operations maintain the water levels a t  levels of 3.3 to 5 feet in 
order to prevent high water ages. 

3.6.5 Distribution and Fire Pumps 

The Cimmeron WDC includes four (4) distribution pumps. There are two 20 hp 
distribution pumps and two 25 hp fire pumps. The pumps are all Peerless end suction 
centrifugal pumps. Catalogue pump curves were obtained from Peerless for the 
purposes of modeling. 

3.6.6 Hydropneumatic Tanks 

At the WDC site there is a pressure tank the floats on the system as surge protection, 
and to prevent frequent cycling of the pumps. The Cimmeron hydropneumatic tank is 
74” in diameter, and 26’ in length. The tank has a storage volume of 5,814 gallons. 
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3.6.7 Distribution Waterlines 

The distribution water lines vary from 6” to 10” in diameter, and are all PVC. In general, 
the oldest water lines in the system are 4-inch PVC and asbestos. The majority of the 
system, including the wells and WDC were installed between 1990 and 1996. Two small 
developments to the north of Cimmeron Boulevard were added to the system from 
2004 to 2007. 

3.7 Water Usage Audit 

When estimating water losses, it is important to understand that the Commercial Street water 
supply’faciiity is filled with water from the Unit 17 water system. Therefore, for the sake of 
comparing usage and production, the Commercial Street usage will be combined with the Unit 
17 usage. 

Water production data was obtained for the wells for 2010. From December 9, 2009 to 
October 1, 2010, production volumes of 89.8 M G  and 10.9 M G  were produced by the Unit 17 
wells and the Cimmaron wells, respectively. This results in average water production of 
303,000 gpd and 36,900 gpd, respectively. It should be noted that in each system there are 
water losses for backwashing the treatment equipment and flushing pipes. These losses are 
estimated to be an average of 4,267 gpd, and 1,566 gpd, respectively. 

Water consumption was also measured for approximately the same time. From December 1, 
2009 to October 10, 2010, the total consumption volumes for the Unit 17 and Cimmaron 
systems were estimated to be 69.8 M G  and 8.7 MG, respectively. This results in an average 
daily consumption rates of 223,000 gpd and 27,800 gpd, respectively. 

Comparing water consumption to water production reveals a large disparity. Removing the 
estimated losses for backwashing and flushing, the total water losses for the Unit 17 and 
Cimmaron systems are 76,000 gpd, and 7,500 gpd respectively. It is expected that these losses 
are largely due to leakage and line breaks in an aging water system. In Unit 17, water losses 
account for 25% of the total production volume. In this part of the system, higher water losses 
would be expected due to older infrastructure and more line breaks. In Cimmaron, water 
losses account for approximately 20% of the total production volume. 

4.0 HYDRAULIC MODELING 

4.1 System Components 

A hydraulic model was prepared to simulate system operations, as well as evaluate criticality, 
age and TTM formation in the system. The hydraulic model begins with the groundwater level, 
modeled as a reservoir with the hydraulic grade set to the pumping water level established by 
the pumping test performed when the wells were installed. Well pumps are modeled as 
pumps with the pump curves and efficiencies taken directly from actual system pump curves. 
The sixwage tank is modeled as a tank with dimensions and levels set to match existing 
conditions. 
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The distribution and fire pumps are modeled as pumps with curves for head and efficiency 
versus flow rate input based on actual provided pump curves. The hydropneumatic tank is 
modeled as a pressure vessel using the ideal gas law. The water level and pressure within the 
tank were measured in the field to provide a baseline for the settings required in the model. 
All waterlines in the model are set as PVC waterlines with a C-Coefficient of 130. The PRV is 
modeled as a PRV with the hydraulic grade set to maintain the requisite Zone 1 hydraulic 
grade. 

4.2 System Topography 

USGS topographic Digital Elevation Model (DEM) data was obtained. The DEM data was 
imported into a GIS document and elevations were translated onto the water system 
components. The service area for the Willow Valley Water Company is relatively f lat  with an 
elevation differential of only 24 feet across the entire service area. 

4.3 Design Criteria 

Global Water has established a set of design criteria for water systems to ensure that 
adequate pressures and flows are available to consumers without causing excessive wear in 
the system. These criteria are summarized below. 

_I_-__ I_ __l___lll__ 

~ ' Minimum System Pressure (Peak Hour Demand) 
LMaximum System _I- Pressure' (Static) t 

4.4 Steady-State Demand Simulations 

The sy'stem was modeled for average day, maximum day, and peak hour demand conditions. 
A fire flow evaluation was also performed to determine the effects of fire flow on the system. 
Demands were entered into the model for each water meter currently connected to the 
system. Demand placement was selected to conservatively estimate the head losses in the 
system. The detailed results of the steady state water system modeling are included in 
Appendix A. 
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Maximum Head 

--- 

From the system results summary, it may be seen that pressures within the system are within 
a reasonable level. High system velocities and head loss gradients are experienced within the 
existing 4-inch diameter pipes. The pipe experiencing the highest head loss and velocity is  a 4- 
inch pipe connecting the existing 500 gpm Cimmaron well to the treatment system. There are 
a total of two pipes that exceed the velocity constraints. The second pipe only marginally 
exceeds the constraint with a maximum velocity of 8.81 fps during peak hour demands, and 
6.57 fps during maximum day demand. This second pipe is a 4-inch hydropneumatic tank 
connection line a t  the Green Valley Road WDC. 

A total of seven (7) pipes exceed the maximum day head loss gradient constraint, including the 
two pipes described above. All of these pipes are 4-inches in diameter. Three of the pipes are 
located immediately adjacent to  the Green Valley Road WDC, with the remainder located 
within the Green Valley Road WDC, the Cimmaron WDC or the Kingsley Road WDC. It is 
recommended that waterline replacements be considered for these pipes to provide more 
reasonable head losses. The pipes and associated maximum day head loss gradients are 
summarized in the table below: 

Install. Diameter 
Year (inches) 

, Label Material Velocity Gradient Description 
( f t / l ,OOO ft) ! (fPS) / - _  - _I_II- -I_ _--_______I____ __ _-.--I-_ --1_- ~ _1_1_ I 

I ! Connects Cimmaron Well to 1 P-370 1998 4 PVC 12.77 
148.07 treatment system j 

- ~ ---.------- ---.-----~--- 

Adjacent to Green Valley Road 
WDC discharge ! P-206 1971 4 PVC 4.09 18 

I 

February 2011 .. Page 14 of 20 



Willow Valley Water Company 
Water System Master Plan & Preliminary Engineering Report 

A total of nine (9) pipes exceed the peak hour head loss gradient constraint, including the all 
seven pipes described above under the maximum day demand pipe summary. The additional 
two pipes are 6-inch diameter pipes within the existing Green Valley Road WDC. It is 
recommended that waterline replacements be considered for these pipes to provide more 
reasonable head losses. The pipes and associated maximum day head loss gradients are 
summarized in the table below: 

Install. Diameter 
(inches) 

I Label Year Material Velocity Loss Gradient Description I (fPS) (ft/l,OOO ft) --_ -_1_- _l--ll_ll_-_-___l~_ - 
I Connects Cimmaron Well to 

14'ao7 treatment svstem P-370 1998- 4 PVC 12.77 I 
I --I j__l_l__p -I_-_ l__i 

Green Valley Road 
I hydropneumatic tank discharge 1 I 

74*56 8.81 Ductile 
Iron --....-..-- 

P-214 1998 4 

P-1Yb I Y Y b  

_l____l_ 

I 
Ductile _ _  Commercial Street i 

1 P-137 1971 4 PVC 3.12 
Adjacent to Green Valley Road 
WDC discharee 10.92 

"- 
1111111 

- _ _ _ _  - - ___-II 1- - .--I- 

Green Valley Road 10'35 hydropneumatic tank 3.92 Ductile 
Iron 

I__--- ~ - -  
1 P-213 1998 6 I I--__-.-.-.- --__- 

Ductile Green Valley Road WDC 
discharge 3.92 Iron 1 P-212 1998- 6 

1 

4.5 Water Age/nHM Formation Analysis 

TTHMs most commonly form when organic carbon is  oxidized by chlorine. The dosage of 
chlorine reportedly required in the raw well water in order to maintain chlorine residual in the 
system is 11 mg/L. This is likely due to the high amount of organics in the groundwater (2 
mg/L). The post treatment chlorine residual after the oxidation of organics and iron and 
filtratidn is less than 2 mg/L. Therefore it is likely that high formation of TTHMs is occurring a t  
this point in the system. 

Another study evaluating the general water quality in the system is being conducted that 
recommends a change in the oxidant used prior to treatment. It is being recommended that 
potassium permanganate, chlorine dioxide, or ozone be used to oxidize the organics and the 
iron prior to treatment. Chlorine will then be dosed a t  another point after treatment to 
ensure chlorine residuals are maintained in the system. Water age evaluation will provide an 

February 2011 Page 15 of 20 



.. Willow Valley Water Company 
Water System Master Plan & Preliminary Engineering Report 

indication of whether TTHM formation will continue to be an issue once the initial oxidation of 
organics is accomplished with another oxidant that does not contribute to TTHM formation. 

Generally, in water systems, TTHM formation is directly related to the age of the water in the 
system. Therefore, water age will be evaluated, and the level of TTHM formation in the 
system may be evaluated based on water age. In order to evaluate the water age, and 
consequently the TTHM formation in the system, an extended period simulation was run for 
average day demands. 

initial water age values were iteratively adjusted so that the system age would equalize more 
quickly. The simulation was run for a total of 120 hours so that water ages would represent 
equalized values. Water age was tracked a t  various points in the system. These results are 
summarized below. A water system map including water age contours is provided in of 
Appendix 6. Please note that the water age contours are the water age a t  120 hours, and do 
not necessarily represent the maximum water age. Detailed graphs of water age versus time 
through the simulation a t  each of these points in the system are also available in Appendix 6. 

7793 GREEN V 
I 8170 ASPEN DR 11 16.5 20.5 

1. Minimum/Maximum Water Age were evaluated as the minimum/maximum value for water age experienced after the 
water age equalized for the given node. Please refer to the graphs in Appendix B for more details. 

The AWWA/AWARF Water industry Data base indicates average distribution retention time of 
1.3 days (31 hours), and a maximum retention time of 3.0 days (72 hours) to be acceptable. Of 
202 nodes in the system, approximately 12 nodes within the Cimmaron service area, 4 nodes 
within.the Commercial Street WDC service area and one node within the Unit 17 WDC service 
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area regularly experience water ages in excess of 72 hours. All of the nodes within the Unit 17 
and Commercial Street WDC service areas are a t  the end of long dead end lines with relatively 
small demands. Table 6 below summarizes the high water ages experienced within the 
system. 

( Excess of 72 Hours Connections 1 
__̂I-- 

25.7% 1 1 Cimmaron 72 Residential 

The water ages in the Cimmaron WDC service area tend to be larger than the Unit 17 system, 
despite the shorter distance of travel for three primary reasons. The reservoir a t  the 
Cimmaron site is  significantly larger than the Unit 17 reservoir. To mitigate this, only the 
bottom 5 feet of the reservoir is currently in use. The second reason for higher water ages is 
that the system is constructed of 8-inch and 10-inch water lines, whereas the majority of the 
Unit 17 system is 4-inch and 6-inch diameter pipe. The larger pipe diameter in the Cimmaron 
system results in less system flushing for an equivalent usage. The final reason for greater 
water age is that the demands in the Unit 17 area are approximately 42% higher, resulting in 
significantly less system flushing per connection. 

280 Residential I 

None of the locations used for water quality testing fall within these areas, and consequently, 
higher 7THM formation found in testing results is likely not due specifically to water age. From 
this analysis it appears that the formation of 7THMs is due to the current practice of oxidizing 
organics with high dosages of chlorine. Once a different oxidant is utilized, it is expected that 
ITHM formation will no longer be an issue. 

4.6 Criticality Analysis 

A criticality analysis was performed using Watergems by Bentley Systems Inc. The criticality 
analysis was used to identify areas where inoperable valves and/or lack of valves leaves large 
segments of the system exposed in the event of a water main break, or other service shut 
down. Due to the age and condition of the system, the areas of primary concern are within 
the older parts of the system within the Unit 17 and Commercial Street systems. In these 
areas, few of the valves installed are operable. It is recommended that replacement of these 
valves be initiated to minimize the number of services impacted by shutdowns in the system. 

.. 
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5.0 20-YEAR CAPITAL IMPROVEMENTS PLAN 

5.1 Project Descriptions 

The main goal of the 20-year capital improvement plan (CIP) will be to replace the aging 
infrastructure within the system. This will consist primarily of replacing al l  of 4-inch and 6-inch 
water mains within the King Street and Commercial Street systems. The 4-inch lines within the 
Unit 17 portion of the system will also require replacement. A phasing Plan will be developed 
to address repairs of the system identified with the highest criticality. Due to the size of the 
King Sireet area, it will be divided into two projects. Because of the age of the system, and the 
large number of services affected, the King Street areas will be completed first, followed by 
the Commercial Street area, and finally the Unit 17 area. The areas requiring watermain 
replacement are presented below in Figure 5. 

Figure 5 - Watermains Replacement Areas 

In the watermain replacement areas, the majority of the existing valves have become 
inoperable. It is necessary to have the ability to isolate areas of the system in order to repair 
line breaks, and perform other system maintenance as necessary. Current inoperability of the 
valves-results in an excessive number of services affected by line breaks and maintenance 
activities. Therefore, it is  recommended that a valve replacement program be initiated. 

Additionally, existing water quality issues in the system necessitate that the water treatment 
systems and/or processes be modified/upgraded to neutralize water quality concerns. 
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5.2 Schedule 

The treatment system modifications/upgrades have been scheduled and budgeted for in the 
2011 fiscal year. It is  recommended that the valve replacement program be started as soon as 
possible. Scheduling of the water mains replacement will take place as budget allows. The 
total projected cost for the CIP improvements is $3.6 Million. Based on the 20-year period of 
the plan, a minimum CIP budget of $180,000 per year is required. A detailed schedule of the 
projected replacements and a breakdown of the projected budgets is  included in Appendix C. 
A summary of the CIP plan is provided below in Table 7 

I Corrosion Control Upnrades $12 5 .OOO 2,011 I 

! King Street Watermain Redacement 1 $775,720 2,012 r 
ial Street Watermain Replacement 
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6.0 CONCLUSIONS 

The analysis performed herein provided an audit of the existing system infrastructure. The audit 
revealed that the existing WDCs currently offer a reasonable level of service, though some 
modification to the treatment process is required to rectify water quality concerns. It also revealed 
that much O f  the system piping is in poor condition due to system age. The condition of the piping 
is resulting in frequent line breaks. Additionally, valve failures throughout the system result in wide 
impact to customers when line breaks occur. 

A 20-year CIP plan was developed that includes the updating of the treatment processes to bring 
water quality into compliance. The plan also provides for strategic replacement of valves 
throughout the system in order to provide better system isolation in the event of main breaks. 
Finally, the plan provides for the replacement of the aging system piping over the next 20 years. 

Water modeling was also performed. The water modeling showed that the system is capable of 
delivering adequate pressures and flows to the system. It also demonstrates that water ages within 
the system are within a reasonable level. It was determined, therefore, that high TTHM levels 
within the system are due to another factor. 

It was determined that the high TTHM levels within the system are likely due to the direct oxidation 
of high levels of TOC within the source water. This is confirmed by the high levels of chlorine 
dosage required in order to maintain adequate residual in the system. Alternative oxidants are 
currently uider evaluation in conjunction with a separate corrosion control study already underway 
by Global Water Resources. Once an alternative oxidant is implemented into the treatment 
process, and chlorination is moved to after the treatment process, it is expected that TTHM levels 
within the system will drop dramatically. 
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Appendix A - Steady-State Model Results 
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Label 

1-1 
1-2 
1-3 
1-4 
1-5 
1-6 
1-7 
1-8 
1-9 
1-10 
1-12 
1-13 
1-14 
1-15 
1-16 
1-17 
1-18 
1-19 
1-20 
1-21 
1-22 
1-23 
1-24 
1-25 
1-26 
1-27 
1-28 
1-29 
1-30 
1-31 
1-32 
1-33 
1-34 
1-36 
1-37 
1-38 
I40 
14 1  
1-42 
3-43 
3-44 
345 
346 
347 
148 
349 

WWVC Model.wtg . 
2/17/2011 

Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Elevation 
(ft) 
479.99 
479.99 
479.33 
479.00 
479.00 
478.35 
478.35 
477.69 
477.69 
476.70 
476.70 
477.69 
478.35 
479.33 
479.99 
479.99 
479.99 
480.64 
480.64 
479.33 
479.33 
479.33 
479.33 
479.33 
479.33 
479.00 
478.35 
478.35 
476.70 
480.97 
483.27 
479.99 
479.99 
479.99 
479.99 
479.99 
479.99 
479.33 
479.99 
479.33 
479.99 
477.36 
479.33 
479.33 
479.99 
479.33 

Hydraulic Grade 

603.43 
603.45 
603.50 
603.53 
603.57 
603.64 
603.67 
603.70 
603.71 
603.72 
603.68 
603.67 
603.67 
603.62 
603.55 
603.52 
603.49 
603.37 
603.37 
603.47 
603.46 
603.60 
603.54 
603.54 
603.86 
603.82 
603.82 
603.88 
604.21 
603.06 
603.02 
603.01 
603.15 
603.26 
603.34 
602.89 
603.42 
603.50 
603.45 
603.53 
603.50 
604.68 
603.91 
603.63 
603.56 
603.56 

(ft) 
Pressure 

(Psi) 
53.4 
53.4 
53.7 
53.9 
53.9 
54.2 
54.2 
54.5 
54.5 
55.0 
54.9 
54.5 
54.2 
53.8 
53.5 
53.4 
53.4 
53.1 
53.1 
53.7 
53.7 
53.8 
53.7 
53.7 
53.9 
54.0 
54.3 
54.3 
55.2 
52.8 
51.8 
53.2 
53.3 
53.3 
53.4 
53.2 
53.4 
53.7 
53.4 
53.7 
53.4 
55.1 
53.9 
53.8 
53.5 
53.7 
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Demand 
(gpd) 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

5,604 
5,417 
5,978 
5,417 
5,604 
5,417 
5,044 
5,230 
3,549 

0 
0 
0 
0 
0 
0 
0 
0 
0 

934 
0 
0 
0 
0 

2,989 
0 

8,406 
4,110 

0 
5,604 

0 
0 
0 

1,494 
2,802 
934 

1,308 

Zone 

Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 

Global Water Resources 
Jared Christensen 



Label 

1-50 
1-52 
1-53 
1-54 
1-55 
1-57 
1-58 
1-59 
1-60 
1-61 
1-62 
1-63 
1-64 
1-65 
1-66 
1-67 
1-68 
1-69 
1-70 
1-72 
1-73 
1-74 
1-76 
1-77 
1-78 
1-79 
1-80 
1-81 
1-82 
1-83 
1-84 
1-86 
1-87 
1-88 
1-90 
1-91 
1-92 
1-93 
1-95 
1-97 
1-98 
3-99 
1-100 
1-101 
1-102 
J-103 

WWVC Model.wtg 
2l17/2011 

Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Junction Report (WVWC Model.wtg) 

Current Time: 0.000 hours 

Elevation 
(R) 
484.91 
479.99 
479.99 
481.63 
479.99 
479.33 
475.06 
475.06 
475.06 
479.00 
479.33 
479.33 
479.33 
479.99 
479.33 
479.33 
479.33 
479.33 
476.05 
479.99 
479.00 
479.99 
476.70 
479.99 
479.99 
479.00 
478.35 
479.00 
479.33 
479.99 
479.00 
479.00 
479.33 
479.00 
476.05 
475.06 
478.35 
479.9s 
475.72 
475.72 
475.06 
475.06 
475.0€ 
475.06 
475.72 
475.0€ 

Hydraulic Grade 

603.01 
603.01 
603.01 
603.01 
603.01 
607.86 
606.54 
606.54 
606.49 
606.49 
606.49 
606.50 
606.48 
606.49 
606.47 
606.47 
606.47 
606.47 
606.48 
606.49 
606.70 
606.51 
606.47 
606.49 
606.49 
606.88 
607.02 
607.04 
607.04 
607.14 
607.04 
607.11 
607.41 
609.10 
605.29 
606.49 
606.49 
606.49 
645.27 
645.22 
645.21 
645.20 
645.2C 
645.21 
645.26 
645.2C 

(ft) 
Pressure 

(Psi) 
51.1 
53.2 
53.2 
52.5 
53.2 
55.6 
56.9 
56.9 
56.9 
55.2 
55.0 
55.0 
55.0 
54.7 
55.0 
55.0 
55.0 
55.0 
56.4 
54.7 
55.2 
54.7 
56.1 
54.7 
54.7 
55.3 
55.7 
55.4 
55.3 
55.0 
55.4 
55.4 
55.4 
56.3 
55.9 
56.9 
55.4 
54.7 
73.4 
73.3 
73.2 
73.2 
73.2 
73.2 
73.r 
73.f 
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Demand 
(gpd) 

560 
747 
747 

3,176 
0 
0 

3,362 
0 
0 
0 
0 
0 
0 
0 

1,121 
0 

2,242 
0 
0 
0 
0 
0 
0 

1,308 
2,802 

0 
0 
0 

4,483 
4,296 
1,868 

0 
4,670 

0 
1,868 

0 
0 

2,055 
0 
0 
0 

5,23C 
5,23C 
4,857 
2,615 
747 

Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 

Zone 

Global Water Resources 
Jared Christensen 



Label I 

3-104 
3-105 
1-106 
1-107 
3-108 
3-109 
3-110 
3-111 
3-115 
3-116 
3-117 
3-118 
3-119 
3-120 
3-121 
3-124 
3-125 
3-126 
3-127 
3-128 
3-129 
3-130 
3-135 
3-136 
3-137 
3-138 
3-140 
3-142 
3-143 
3-144 
3-145 
3-146 
3-147 
3-148 
3-149 
3-150 
3-151 
3-152 
1-153 
3-154 
3-155 
3-156 
3-157 
3-158 
3-159 
3-161 

WWVC Model.wtg 
2/17/2011 

Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Elevation 
(ft) 
474.41 
475.06 
475.06 
473.42 
476.05 
476.05 
476.05 
476.05 
479.99 
480.97 
480.97 
480.97 
480.97 
480.97 
480.97 
478,35 
478.35 
478.35 
478.35 
478.35 
476.05 
476.05 
476.05 
476.70 
476.70 
478.35 
475.72 
476.70 
479.99 
479.99 
479.33 
479.9s 
479.9s 
480.64 
475.06 
479.9s 
476.7C 
477.3€ 
477.69 
478.35 
478.35 
479.0C 
479.0C 
479.3: 
479.32 
479.3: 

Hydraulic Grade 

645.20 
645.56 
645.56 
645.36 
645.36 
645.58 
645.69 
645.61 
603.37 

(fit) - 

(N/N 
(N/N 
(N/A) 
(N/A) 
(N/N 
(N/N 
501.10 
611.31 
611.10 
611.35 
611.31 
495.03 
645.64 
645.59 
645.59 
645.58 
645.56 
645.56 
645.59 
603.05 
603.34 
603.61 
603.61 
602.91 
603.02 
603.03 
603.22 
603.91 
603.78 
603.74 
603.73 
603.73 
603.55 
603.53 
603.54 
603.46 
603.44 

Pressure 
(Psi) 

73.9 
73.8 
73.8 
74.4 
73.3 
73.3 
73.4 
73.4 
53.4 

(N/A) 
(N/4  
(N/N 
(N/N 
(N/N 
(N/A) 
9.8 
57.5 
57.4 
57.5 
57.5 
8.2 
73.4 
73.4 
73.1 
73.1 
72.3 
73.5 
73.1 
53.2 
53.4 
53.8 
53.5 
53.2 
52.9 
55.4 
53.3 
55.0 
54.7 
54.5 
54.2 
54.2 
53.9 
53.9 
53.7 
53.7 
53.7 
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Demand 
(gpd) 

2,802 
0 

374 
374 
747 
0 
0 

3,325 
0 

(N/A) 
(N/A) 
(N/A) 
(N/N 
(N/N 
(N/A) 

0 
0 
0 
0 
0 
0 
0 
0 

2,217 
1,663 
1,663 
2,217 
1,663 
2,802 
3,176 

0 
747 

8,406 
7,659 
3,923 
5,604 
3,923 
4,857 
5,044 
4,482 
4,296 
4,296 
3,73€ 
3,736 
3,362 
2,42€ 

Zone 

Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Transmission 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
rransmission 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 

Global Water Resources 
Jared Christensen 



Label 

1-162 
1-163 
1-165 
1-166 
1-167 
1-168 
1-169 
1-170 
1-171 
1-172 
1-173 
1-174 
1-175 
1-176 
1-177 
1-178 
1-179 
1-180 
1-181 
1-182 
3-183 
3-184 
1-185 
1-186 
1-187 
1-188 
1-189 
1-190 
1-191 
3-192 
1-193 
1-194 
1-196 
1-197 
3-199 
1-200 
3-202 
1-203 
1-204 
3-205 
3-206 
3-207 
3-209 
3-210 
3-211 
3-212 

WWVC Model.wtg 
2/17/2011 

Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Elevation Hydraulic Grade 
(fi) (fi) 

477.69 
478.35 
477.36 
479.33 
479.33 
479.33 
479.99 
479.99 
479.00 
479.99 
479.33 
479.99 
471.13 
470.14 
470.14 
474.41 
475.72 
476.05 
475.06 
475.06 
470.14 
470.14 
470.80 
470.80 
474.08 
472.77 
466.86 
475.06 
475.06 
468.50 
470.14 
475.06 
468.50 
469.49 
470.80 
472.77 
477.69 
479.33 
472.77 
466.86 
470.14 
469.49 
475.72 
470.14 
470.14 
470.14 

606.72 
606.49 
606.49 
606.48 
606.48 
606.47 
606.47 
606.47 
606.47 
606.48 
606.49 
606.57 
645.20 
599.00 
599.00 
599.00 
598.99 
598.99 
598.99 
598.99 
598.99 
598.99 
598.99 
598.99 

598.99 
598.99 
598.99 
598.99 
598.99 
598.99 
598.99 
598.99 
598.99 
598.99 
599.00 
598.99 
598.99 
598.99 
598.99 
598.99 
598.99 
598.99 
499.51 

485.05 

(N/A) 

(N/A) 

Pressure 
(Psi) 

55.8 
55.4 
55.9 
55.0 
55.0 
55.0 
54.7 
54.7 
55.2 
54.7 
55.0 
54.8 
75.3 
55.8 
55.8 
53.9 
53.3 
53.2 
53.6 
53.6 
55.7 
55.7 
55.5 
55.5 

54.6 
57.2 
53.6 
53.6 
56.5 
55.7 
53.6 
56.5 

55.5 
54.6 
52.5 
51.E 
54.€ 
57.2 
55.7 
56.C 
53.: 
12.7 

(N/A: 
6.L  

( W A l  

56.a 
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Demand 
(9Pd) 

7,098 
10,461 
4,857 

374 
2,989 
3,736 
2,802 
2,428 
6,725 
6,725 
8,219 
4,670 
2,615 

0 
0 
0 
0 
0 
0 

395 
2,372 
2,241 

923 
2,241 

1,582 
1,318 

923 
527 

1,186 
395 
264 
527 

2,241 
791 
264 
79 1 

5,931 
923 
791 
791 
5 27 

2,900 
0 

(N/N 

( N/Al 
a 

Zone 

Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cirnarron 
Cimarron 
Cimarron 
Cimarron 
Transmission 
Cimarron 
Transmission 

Global Water Resources 
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Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

470.14 
470.14 3-214 

3-215 470.14 
3-216 470.14 
3-217 470.14 
3-218 470.14 
3-219 470.14 
3-220 470.14 
3-222 478.35 
3-230 475.00 
3-301 49 1.47 
3-302 477.69 
3-303 476.05 
3-304 471.13 
3-305 470.14 
3-306 476.70 
3-307 476.70 
3-308 477.69 
3-309 475.06 

3-213 I 485.05 
485.05 

(N/N 
(N/N 

599.00 
499.47 
485.05 
485.05 
501.10 
645.58 
603.01 
606.48 
645.60 
599.00 
598.99 
598.99 
603.68 
606.48 
645.25 

Pressure 
(Psi) 

6.4 
6.4 

(N/N 
(N/N 
55.8 
12.7 
6.4 
6.4 
9.8 
73.8 
48.3 
55.7 
73.4 
55.3 
55.7 
52.9 
54.9 
55.7 
73.6 

0 
0 

(N/N 
(N/N 

0 
0 
0 
0 
0 
0 

2,055 
0 
0 

1,582 
527 

3,954 
7,285 
11,208 

0 

Transmission 
Transmission 
Cimarron 
Cimarron 
Cimarron 
Transmission 
Transmission 
Transmission 
Transmission 
<None> 
Unit 17 
Unit 17 
Unit 17 
Cimarron 
Cimarron 
Cimarron 
Unit 17 
Unit 17 
Unit 17 

WWVC Model.wtg 
2/17/2011 
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Label Dia. 

P-1 
P-2 
P-3 
P-4 
P-5 
P-6 
P-7 
P-8 
P-9 

P-10 

P-11 
P-12 
P-13 
P-19 
P-20 
P-2 1 
P-22 
P-23 
P-24 
P-25 

P-26 

P-27 

P-28 

P-30 
P-33 
P-35 
P-36 
P-37 
P-38 
P-50 
P-52 
P-57 
P-64 
P-65 
P-67 
P-69 
P-70 
P-7 1 
P-72 
P-73 

- 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
3.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.a 
4.0 
4.a 
4.0 

W C  Model.wtg 
2117/2011 

1-1 
3-2 
3 -3 
3-4 
3-5 
3-6 
3-7 
1-8 
1-9 

1-10 

1-307 
1-12 
1-13 
1-19 
1-20 
1-19 
1-18 
3-17 
3-5 
3-15 

1-7 

J-13 

1-12 

3-21 
3-24 
1-26 
1-27 
1-28 
3-29 
3-3 1 
1-33 
3-34 
3-41 
3-40 
I 4 2  
I 4 3  
J42 
344 
344 
3-30 

Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0,000 hours 

3-2 
3-3 
3-4 
3-5 
3-6 
3-7 
3-8 
3-9 
3-10 

1-307 

1-12 
1-13 
1-14 
1-20 
3-1 
3-2 
3-3 
3-4 
J-16 
3-6 

3-14 

3-8 

J-9 

3-22 
3-25 
1-27 
1-28 
J-29 
3-30 
1-20 
3-34 
3-36 
3-40 
1-42 
1-41 
3-41 
344 
3-43 
3-21 
1-45 

Length 
(ft) 

189.92 
228.21 
228.97 
233.62 
244.30 
240.39 
250.01 
257.23 
253.65 

1,203.1 
1 

262.39 
258.91 
256.57 
191.40 
705.52 
746.50 
793.44 
841.28 
896.58 
955.53 
1,018.0 

8 
1,078.1 

4 
1,138.2 

6 
194.15 
237.98 
246.80 
252.46 
259.01 
430.12 
432.69 
259.17 
719.89 
899.10 
220.23 
637.59 
101.42 
813.81 
114.60 
187.91 
190.20 

Hazen- 
Nilliams 

C 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
i3o.a 
i3o.a 
130.0 
130.0 
130.0 
130.C 
130.C 
130.C 
130.C 
130.C 
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Flow 
(gpd) 

-47,222 
-59,056 
-49,265 
-53,180 
-68,3 18 
-52,799 
-39,111 
-3 1,879 
-24,051 

8,456 

1,171 
3,306 
4,021 
9,197 

-13,133 
-14,428 

-5,044 
-5,417 
5,604 

-5,417 

1,957 

-6,132 

-7,739 

5,956 
-5,238 
17,194 
-2,932 

-21,341 
-41,765 
-18,781 
-34,574 
-17,473 
13,164 

-16,497 

25,4911 
-9,77L 

-27,23f 
17,461 

-79,12€ 

-12,327 

4elocity 
( f t /s)  

0.37 
0.47 
0.39 
0.42 
0.54 
0.42 
0.31 
0.25 
0.19 

0.15 

0.02 
0.06 
0.07 
0.16 
0.23 
0.26 
0.09 
0.10 
0.10 
0.10 

0.03 

0.11 

0.14 

0.11 
0.09 
0.30 
0.05 
0.38 
0.74 
0.59 
0.61 
0.31 
0.23 
0.29 
0.22 
0.45 
0.17 
0.48 
0.31 
1.40 

0.13 
0.20 
0.14 
0.16 
0.26 
0.16 
0.09 
0.06 
0.04 

0.04 

0.00 
0.01 
0.01 
0.05 
0.09 
0.11 
0.02 
0.02 
0.02 
0.02 

0.00 

0.02 

0.03 

0.02 
0.02 
0.15 
0.01 
0.22 
0.76 
0.70 
0.54 
0.15 
0.0s 
0.14 
O.OE 
0.3C 
0.05 
0.34 
0.15 
2.4E 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
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Label 

P-76 
P-77 
P-79 
P-81 
P-82 
P-83 
P-86 
P-87 
P-88 
P-89 
P-9 1 
P-92 
P-94 
P-95 
P-97 
P-98 
P-101 
P-102 
P-103 
P- 104 
P-105 
P- 107 
P-108 
P-109 
P-110 
P-112 
P-117 
P-120 
P-121 
P-123 
P-124 
P-125 
P-127 
P-128 

P-129 

P-130 
P-132 
P-133 
P-134 
P-135 
P-136 
P-137 
P-140 

Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

W C  Model.wtg 
2/17/2011 

4.0 
6.0 
4.0 
6.0 
4.0 
4.0 
8.0 
8.0 
8.0 
4.0 
8.0 
8.0 
4.0 
4.0 
6.0 
6.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
6.0 
6.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

1-26 
1-46 
1-23 
149 
1-48 
1-33 
1-50 
3-53 
1-53 
1-32 
1-54 
1-54 
1-58 
1-59 
1-61 
1-62 
1-65 
1-64 
1-66 
1-67 
3-68 
1-70 
1-302 
1-72 
1-63 
1-74 
3-70 
3-77 
1-78 
3-73 
3-79 
1-80 
1-79 
3-82 

1-83 

3-80 
3-84 
1-84 
1-86 
1-86 
1-87 
3-88 
3-57 

346 
347 
347 
343 
3-49 
1-52 
3-53 
3-52 
1-54 
3-55 
3-55 
3-301 
1-59 
3-60 
1-62 
3-63 
3-64 
3-66 
1-67 
3-68 
3-69 
3-302 
3-72 
3-63 
1-73 
3-65 
3-76 
3-62 
3-6 1 
1-79 
3-80 
3-81 
3-82 
3-83 

3-57 

3-84 
3-82 
1-86 
3-81 
1-87 
1-88 
3-57 
3-90 

64.40 
847.98 
167.65 
160.17 
274.03 
298.01 
599.97 
547.30 
282.98 
261.54 
762.08 
415.19 
250.14 
314.91 
300.47 
332.81 
262.03 
353.49 
266.83 
242.81 
254.80 
137.01 
262.18 
254.02 
264.11 
259.32 
258.65 
304.17 
558.25 
133.72 
244.79 
247.36 
700.56 
311.58 
1,664.1 

5 
100.99 
727.10 
245.38 
102.52 
162.84 
831.59 
242.85 
886.68 

H ne 
Y 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.C 
130.C 
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-42,428 
77,088 

-18,572 
52,726 

-934 
-3,044 

-560 
-15,782 
14,474 
7,199 
9,244 
2,055 

17,592 
-10,003 
-25,679 

-4,673 

8,229 
5,899 
2,894 
2,222 
-171 

-8,314 
-5,937 

-10,331 
-41,425 
11,034 
4,407 

-2,802 
-57,129 
-35,224 
-12,225 
-21,905 
-26,424 

-30,72C 

-23,OOC 
-3€ 

-24,832 
41,587 

-66,415 
-7 1,085 
116,735 
86,015 

-11~88~1 

0.75 
0.61 
0.33 
0.42 
0.02 
0.05 
0.00 
0.07 
0.06 
0.13 
0.04 
0.01 
0.08 
0.31 
0.08 
0.20 
0.15 
0.10 
0.05 
0.04 
0.00 
0.15 
0.11 
0.18 
0.73 
0.20 
0.08 
0.09 
0.02 
1.01 
0.62 
0.22 
0.39 
0.47 

0.54 

0.41 
0.00 
0.44 
0.74 
1.18 
1.26 
2.07 
1.53 

1 
0.78 
0.33 
0.17 
0.16 
0.00 
0.01 
0.00 
0.00 
0.00 
0.03 
0.00 
0.00 
0.01 
0.15 
0.01 
0.04 
0.04 
0.02 
0.01 
0.00 
0.00 
0.04 
0.02 
0.06 
0.75 
0.06 
0.01 
0.01 
0.00 
1.36 
0.55 

0.23 
0.33 

0.43 

0.25 
0.oc 
0.29 
0.75 
1.7s 
2.03 
5.05 
2.85 

0.08 

:None> 
:None> 
:None> 
:None> 
:None> 
:None> 
:None> 
:None> 
:None> 
:None> 
:None> 
:None> 
:None> 
<None> 
:None> 
:None> 
:None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
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Label  

P-141 

P-142 

P-143 

P-144 

P-145 
P-148 
P-149 
P-151 
P-152 
P-153 
P-155 
P-156 

P-157 

P-158 

P-159 

P-160 

P-161 
P-163 
P-164 
P-167 
P-168 
P- 169 

P-170 

P-176 
P-177 
P-178 
P-179 
P-181 
P-182 
P-184 
P-185 
P-186 
P-187 
P- 189 
P-190 
P-191 

Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 
.. , .. .. .. Dia. Start Node Stop Node L e n g t h  Hazen- -' 

- 
(in) 

4.0 

6.0 

6.0 

6.0 

6.0 
6.0 
6.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 

4.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 
4.0 
4.0 
6.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 

WWVC Model.wtg 
2/17/2011 

1-90 

3-45 

3-45 

1-45 

1-60 
1-92 
1-92 
1-95 
1-309 
1-97 
1-99 
1-100 

3-101 

1-97 

1-99 

1-95 

1-98 
3-103 
3-104 
3-105 
1-95 
3-108 

3-107 

1-36 
1-115 
1-37 
1-33 
1-116 
1-1 17 
3-118 
3-1 19 
3-116 
PMP-3 
PMP-2 
3-120 
3-116 

C 

3-58 

3-46 

1-90 

T-3 

1-91 
1-61 
1-93 
1-309 
1-97 
3-98 
E l 0 0  
3-101 

1-309 

3-100 

3-98 

3-102 

1-103 
3-104 
3-99 
3-106 
3-108 
3-105 

1-108 

3-115 
1-1 
1-115 
3-55 
3-117 
PMP-2 
3-119 
PMP-4 
PMP-3 
1-118 
3-120 
3-118 
3-121 

246.95 

1,018.6 
7 

319.84 

1 , 382.7 
3 

376.43 
289.82 
816.33 
91.17 

290.60 
256.40 
256.47 
296.34 
1,287.7 

8 
1,293.4 

9 
1,299.3 

9 
1,498.6 

4 
621.12 
638.16 
666.67 
843.42 
336.23 
655.48 
1,532.8 

1 
524.43 
77.43 

126.32 
97.06 
9.05 
7.33 
8.27 
8.45 
8.42 
8.65 
9.75 
9.19 
8.34 

130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

?age 3 of 8 

tiow velocity neaaioss L o n e  
(ft/s) G r a d i e n t  

(ft/lOOOft 
1 

115,993 

121,010 

200,139 

0 

10,919 
-2,430 
2,055 

21,482 
13,548 
8,517 

-2,877 
-3,077 

-7,934 

5,030 

-3,615 

2,615 

4,902 
2,416 

-1,262 
374 

-24,097 
-25,218 

-374 

-20,462 
-43,166 
-22,704 
20,806 

(N/Al 
(N/Al 
(N/% 
(N/A: 

(N/A: 
(N/A: 
W A :  
(N/A: 

2.06 

0.95 

1.58 

0.00 

0.09 
0.02 
0.02 
0.38 
0.24 
0.15 
0.05 
0.05 

0.14 

0.09 

0.06 

0.05 

0.09 
0.04 
0.02 
0.01 
0.43 
0.45 

0.01 

0.36 
0.77 
0.40 
0.16 

( N / N  
( N / N  
(N/A) 
( N / N  
( N / N  
( N / N  
( N / N  
( N / N  
(N/A) 

5.03 

0.76 

1.92 

0.00 

0.01 
0.00 
0.00 
0.22 
0.09 
0.04 
0.01 
0.01 

0.04 

0.02 

0.01 

0.00 

0.01 
0.00 
0.00 
0.00 
0.27 
0.30 

0.00 

0.20 
0.81 
0.25 
0.03 

(N/A) 
(N/A) 
(N/Al 
(Wl 
(N/Al 
(N/AI 
(NJA: 
(N/A) 
(N/A: 

< N o n e >  

< N o n e >  

< N o n e >  

< N o n e >  

< N o n e >  
< N o n e >  
< N o n e >  
< N o n e >  
< N o n e >  
<None> 
<None> 
< N o n e >  

< N o n e >  

< N o n e >  

< N o n e >  

< N o n e >  

< N o n e >  
< N o n e >  
< N o n e >  
< N o n e >  
<None> 
< N o n e >  

< N o n e >  

< N o n e >  
< N o n e >  
< N o n e >  
< N o n e >  
< N o n e >  
< N o n e >  
< N o n e >  
< N o n e >  
< N o n e >  
< N o n e >  
< N o n e >  
<None> 
<None> 
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Label 

P-194 
P-195 
P-196 
P-197 
P-199 
P-200 
P-201 
P-202 
P-203 
P-204 
P-205 

P-206 

P-207 
P-209 
P-211 
P-212 
P-213 

P-214 

P-215 
P-216 
P-217 
P-218 
P-219 
P-220 
P-221 

P-222 

P-229 
P-230 
P-231 
P-232 
P-233 
P-234 
P-235 
P-236 

P-238 

P-239 
P-240 
P-241 
P-242 
P-243 

Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Dia. Start Node Stop Node Length 
(in) 

8.0 
8.0 
4.0 
6.0 
6.0 
8.0 
8.0 
8.0 
6.0 
6.0 
8.0 

4.0 

4.0 
6.0 
6.0 
6.0 
6.0 

4.0 

8.0 
8.0 
6.0 
8.0 
6.0 
6.0 
6.0 

4.0 

4.0 
4.0 
2.0 
2.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 
6.0 
6.0 
4.0 
4.0 

W C  Model.wtg 
2/17/2011 

PMP-4 
3-117 
3-55 
R- 1 
PMP-1 
T-2 
T-3 
3-124 
PMP-6 
3-125 
PMP-5 

3-88 

1-126 
R-2 
3-125 
3-128 
3-127 

3-127 

T 4  
3-129 
PMP-9 
3-129 
PMP-8 
3-110 
3-130 

HT-3 

3-135 
3-136 
3-136 
3-135 
3-111 
3-303 
3-303 
3-52 

J-143 

3-144 
347 
3-145 
3-145 
1-38 

1-121 
1-55 
-IT- 1 
JMP-1 

1-119 
1-124 
'MP-6 
1-125 
JMP-5 
1-124 

1-126 

1-58 
'MP-7 
1-128 
1-126 
1-128 

dT-2 

1-129 
JMP-9 
1-110 
PMP-8 
1-110 
1-130 
1-111 

1-130 

1-136 
1-137 
1-138 
1-140 
1-303 
3-135 
1-142 
3-143 

1-144 

3-40 
1-14!? 
3-49 
3-146 
1-147 

I--2 

8.57 
10.66 
16.10 
15.86 
43.77 
16.34 
38.87 
32.00 
10.40 
28.05 
14.02 

163.27 

926.34 
10.69 
22.08 
49.06 
10.76 

21.87 

13.66 
13.78 
5.87 
5.69 

14.20 
10.13 

244.87 

18.66 

496.25 
186.52 
488.52 
396.99 
391.81 
25.67 

969.30 
167.11 
1,238.8 

9 
267.24 
111.48 
290.45 
206.88 
577.51 

Hazen- 
Nilliams 

C 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
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Flow Velocity Headlon Zone 
(gpd) ( f t /s )  Gradient 

(N/A) 
(N/A) 

37,249 
(N/A) 
(N/A) 
(N/A) 

-1 
(N/A) 
(N/A) 

1 
1 

187,824 
114,682 

-1 
-1 

302,507 
302,507 

302,508 
364,105 

(WA) 
@/A) 

364,105 
364,105 
364,105 
38,339 

325,766 
5,542 
1,663 
1,663 
2,217 
9,421 
7,759 
1,663 

-19,573 

- 2 2 , 3 7 5 

-25,551 
55,71E 
54,96E 

747 
-8,40€ 

(N/N 
(N/N 

(N/N 
(N/N 
(N/N 

(N/A) 
(N/N 

0.66 

0.00 

0.00 
0.00 

3.33 

2.03 
0.00 
0.00 
2.38 
2.38 

5.36 

1.61 
(N/A) 
(N/N 
1.61 
2.87 
2.87 
0.30 

5.78 

0.10 
0.03 
0.12 
0.16 
0.17 
0.14 
0.03 
0.35 

0.40 

0.45 
0.44 
0.43 
0.01 
0.15 

ftllOOOR 
1 
(N/N 

0.61 
(N/N 
(N/N 
(N/A) 
0.00 

(N/N 
(N/N 
0.00 
0.00 

12.29 

4.93 
0.00 
0.00 
4.12 
4.12 

29.72 

1.43 
(N/N 
(N/N 
1.43 
5.81 
5.81 
0.09 

34.08 

0.02 
0.00 
0.06 
0.10 
0.05 
0.03 
0.oc 
0.19 

0.24 

0.31 
0.1E 
0.1E 
0.oc 
0.04 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 

Global Water Resources 
Jared Christensen 



Label 

P-244 
P-245 
P-246 
P-247 
P-248 
P-249 
P-250 
P-251 
P-252 
P-253 
P-254 
P-255 
P-256 
P-257 
P-258 
P-259 
P-260 
P-261 
P-262 
P-263 
P-264 
P-265 
P-266 
P-267 
P-268 
P-269 
P-270 
P-271 
P-272 

P-273 

P-274 

P-275 

P-276 

P-277 

P-278 
P-279 
P-280 
P-281 

P-282 

Dia. Start Node 
(in) 

... 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

6.0 

6.0 

6.0 

6.0 

6.0 

6.0 
6.0 
6.0 
6.0 

6.0 

W C  Model.wtg 
2/17/2011 

1-147 
1-32 
1-148 
1-31 
1-149 
1-37 
1-150 
1-30 
1-151 
1-9 
1-152 
1-8 
1-153 
1-7 
1-154 
1-6 
1-155 
3-5 
1-156 
14 
1-157 
1-3 
1-158 
3-2 
1-159 
1-1 
1-161 
1-81 
1-162 

3-62 

3-163 

1-91 

3-308 

3-9 1 

3-165 
1-77 
3-166 
3-69 

3-167 

Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Stop Node 

1-33 
3-148 
1-31 
1-149 
1-32 
1-150 
1-34 
1-151 
1-10 
1-152 
1-29 
1-153 
3-28 
1-154 
1-27 
1-155 
1-26 
3-156 
1-25 
3-157 
3-24 
3-158 
1-23 
3-159 
J-22 
3-161 
3-21 
3-162 
3-59 

3-163 

1-60 

3-308 

1-61 

3-165 

3-92 
3-166 
1-302 
3-167 

T-4 

Length Hazen- 
(ft) Williams 

698.61 
801.29 
754.97 
770.29 
992.50 
469.08 
473.99 
503.81 
392.35 
518.48 
515.25 
489.90 
492.05 
466.51 
465.56 
455.17 
428.85 
425.62 
409.33 
389.51 
394.94 
353.10 
378.79 

362.87 
301.11 
350.93 
807.09 
749.02 
1,078.9 

S 
1,316.E 

S 
1,255.2 

999.58 
1,434.5 

891.8C 
251.41 
104.3' 
144.8; 

4,1865 
1 

321.08 

E 

I 

C 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 

130.0 
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Flow Velocitv Headloss 
(gpd) 

-16,812 
-2,480 

-10,138 
8,643 
4,720 

22,704 
17,100 
36,429 
32,507 

-15,567 
-20,424 
-13,364 
-18,408 
-15,645 
-20,128 
-20,937 
-25,233 

5,238 
-1,502 
-5,238 

-14,836 
- 18,572 
-2,593 
-5,956 
-9,077 

-11,506 
29,363 
22,264 

3,788 

-6,673 

6,437 

9,534 

-4,771 

4,481 

-375 
10,581 
7,21E 

C 

C 

(ft/s)' Gradient 
(ft/lOOOft 

0.30 
0.04 
0.18 
0.15 
0.08 
0.40 
0.30 
0.65 
0.58 
0.28 
0.36 
0.24 
0.33 
0.28 
0.36 
0.37 
0.45 
0.17 
0.09 
0.03 
0.09 
0.26 
0.33 
0.05 
0.11 
0.16 

0.52 
0.39 

0.03 

0.05 

0.05 

0.04 

0.Od 

0.oc 
O.OE 
O.O€ 
0.oc 

O.O( 

0.20 

1 
0.14 
0.00 
0.06 
0.04 
0.01 
0.25 
0.15 
0.59 
0.48 
0.12 
0.20 
0.09 
0.17 
0.12 
0.20 
0.21 
0.30 
0.05 
0.02 
0.00 
0.02 
0.11 
0.17 
0.00 
0.02 
0.05 
0.07 
0.40 
0.24 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 
0.01 
0.00 
0.00 

0.00 

Zone 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 

<None> 

Global Water Resources 
Jared Christensen 



Label 

P-283 

P-284 
P-285 
P-286 
P-287 
P-288 
P-289 
P-290 
P-291 
P-292 
P-293 
P-294 
P-295 

P-296 

P-297 

P-298 

P-299 

P-300 
P-301 
P-302 

P-303 

P-304 
P-305 
P-306 
P-307 
P-308 
P-309 
P-310 
P-311 
P-312 
P-3 13 
P-3 14 
P-315 
P-317 
P-318 
P-319 
P-320 
P-321 
P-322 

Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Pipe Report (WWVC ModeLwtg) 

Current Time: 0.000 hours 

Headloss Zone 
Gradient 

( f t / l O O O f t  

6.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 

4.0 

4.0 

8.0 
10.0 
10.0 

10.0 

10.0 
10.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.a 
8.0 
8.0 

1-166 

1-69 
1-168 
1-68 
1-169 
1-76 
1-170 
1-302 
1-171 
1-72 
1-172 
1-63 
1-173 

1-73 

1-174 

1-103 

3-175 

T-5 
1-176 
3-177 

1-178 

1-179 
3-180 
3-181 
3-182 
3-183 
3-184 
3-184 
1-186 
3-183 
J-188 
3-189 
3-189 
3-191 
1-192 
3-192 
3-193 
3-191 
3-194 

1-167 

1-168 
1-70 
1-169 
1-76 
1-170 
1-67 
1-171 
1-66 
1-172 
1-64 
1-173 
1-65 

1-174 

1-74 

1-175 

1-104 

r-2 
1-177 
1-178 

1-179 

1-180 
1-181 
1-182 
1-183 
1-184 
1-185 
1-186 
1-187 
1-188 
1-189 
3-190 
1-191 
1-192 
3-188 
1-193 
3-186 
1-194 
3-180 

1,158.6 
3 

437.71 
521.41 
381.96 
412.73 
560.28 
327.96 
678.41 
652.55 
751.63 
739.38 
887.70 
881.57 
1,019.0 

1 
1,010.1 

7 
1,629.4 

4 
1,630.0 

8 
673.90 
38.97 

487.41 
1,731.8 

5 
973.24 
976.07 
205.59 
740.53 
265.13 
217.36 
577.62 
795.82 
260.74 
288.84 
167.37 
333.63 
251.02 
312.01 
337.70 
260.53 
228.52 
177.54 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
i3o.a 
130.0 

130.0 
i3o.a 

130.0 

130.0 

130.0 
130.C 

130.C 
130.C 
130.C 
130.C 
130.C 

2,990 

-171 
-3,907 

152 
-2,650 
1,756 

4,841 
-1,884 
4,395 

-2,330 
5,415 

-2,804 

15,704 

11,034 

1,740 

-672 

-876 

(N/N 
36,904 
36,904 

19,249 

11,628 
3,284 
3,284 
1,899 

1 os 
923 

-3,055 

-582 
5E 

92: 
-2,18: 

402 
2,223 

-3,002 
-1,44: 
-3,112 
-5,285 

(N/Al 

0.02 

0.00 
0.07 
0.00 
0.05 
0.03 
0.01 
0.09 
0.03 
0.08 
0.04 
0.10 
0.05 

0.28 

0.20 

0.03 

0.02 

(N/N 
0.10 
0.10 

0.05 

0.03 
0.01 
0.01 
0.01 
0.00 
0.00 
0.01 

0.00 
0.00 
0.00 
0.01 
0.00 
0.01 
0.01 
0.01 
0.01 
0.02 

(N/A) 

1 
0.00 

0.00 
0.01 
0.00 
0.00 
0.00 
0.00 
0.01 
0.00 
0.01 
0.00 
0.02 
0.01 

0.12 

0.06 

0.00 

0.00 

(N/N 
0.01 
0.01 

0.00 

0.00 
0.00 
0.00 
o.oa 
o.oa 

0.00 
0.0c 

0.oc 
0.oc 
0.oc 
0.oc 
0.0c 
0.0c 
0.0c 
0.0c 
0.oc 
O.OC 

<None> 

:None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

W C  Model.wtg 
211 71201 1 
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Label 

P-325 
P-326 
P-327 

P-328 

P-329 
P-330 
P-331 
P-332 
P-334 

P-335 

P-336 
P-337 
P-338 
P-339 
P-340 
P-341 
P-342 
P-343 
P-344 
P-346 
P-350 
P-351 
P-352 
P-353 
P-354 
P-355 
P-356 
P-358 
P-359 
P-360 
P-361 
P-363 
P-364 
P-366 
P-368 
P-370 
P-372 

P-373 

P-374 
P-375 
P-376 

Dia. 
(in) 

8.0 
8.0 
8.0 

8.0 

8.0 
8.0 
8.0 
8.0 
8.0 

8.0 

6.0 
6.0 
6.0 
6.0 
8.0 
8.0 
8.0 
8.0 
6.0 
8.0 
8.0 
8.0 
4.0 
4.0 
6.0 
6.0 
6.0 
4.0 
4.0 
4.0 
4.0 
4.0 

12.0 
8.0 
8.0 
4.0 
8.0 

8.0 

8.0 
10.0 
8.0 

Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

3-193 
3-196 
3-197 

1-305 

1-305 
1-199 
3-200 
1-200 
3-202 

1-202 

1-204 
1-205 
1-197 
1-196 
3-179 
1-306 
1-182 
3-209 
R-3 
PMP-10 
1-212 
1-213 
3-214 
PMP-CD4 
1-211 
3-215 
3-216 
3-213 
PMP-CD3 
3-212 
PMP-CD2 
PMP-CD1 
R-4 
3-210 
3-218 
3-218 
1-219 

T-6 

3-217 
HT-4 
3-212 

3-196 
3-197 
3-305 

3-186 

1-199 
3-200 
3-178 
1-304 
3-180 

3-203 

3-199 
3-197 
3-206 
1-207 
3-306 
3-202 
3-209 
3-194 
PMP-10 
3-210 
3-213 
3-214 
PMP-CW 
3-211 
3-215 
3-216 
3-217 
PMP-CD3 
3-215 
PMP-CD2 
3-216 
3-217 
PMP-CW 1 
3-218 
3-217 
1-219 
3-214 

3-219 

HT-4 
3-176 
3-220 

Length 
(ft) 

412.01 
255.05 
911.31 
1,018.5 

3 
281.64 
411.02 
158.43 
369.86 
307.43 
1,667.9 

5 
252.77 
202.12 
261.32 
149.99 
608.72 
642.23 
423.45 
414.14 
34.84 

297.73 
1.48 
1.65 
2.64 
2.69 
1.77 
1.85 
1.61 
2.25 
2.81 
2.23 
2.43 
2.41 

10.00 
6.49 
5.95 

97.39 
6.98 

9.35 

17.07 
36.19 

1.74 

Hazen- 
Williams 

C 

130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 

Flow 
(gpd) 

-1,954 
-3,009 
-6,831 

6,738 

-14,096 
-15,810 
-17,655 

1,582 
-3,055 

5,931 

-923 
-79 1 
79 1 
527 

7,621 
3,667 

990 
-1,910 
(N/N 
(N/N 

0 
0 

(N/N 
(N/N 
(N/N 
(N/N 
(N/N 
(N/N 
(N/N 
(N/N 
(N/N 

-1 
720,174 
720,174 

720,174 
1 

720,173 
-1 

36,904 
-1 

(N/N 

Velocity 
(WS) 

0.01 
0.01 
0.03 

0.03 

0.06 
0.07 
0.08 
0.01 
0.01 

0.03 

0.01 
0.01 
0.01 
0.00 
0.03 
0.02 
0.00 
0.01 

(N/N 
(N/N 
0.00 
0.00 

(N/N 
(N/A) 
(N/N 
(N/N 
(N/A) 
(N/Al 
(N/Al 
( N/A) 
(N/A) 
0.oc 
1.42 
3.15 

12.77 
0.oc 

3.15 

0.0c 
0.K 
0.oc 

(N/AI 

Headloss 
Gradient 
:ft/1000R 

0.00 
0.00 
0.00 

0.00 

0.00 
0.00 
0.01 
0.00 
0.00 

0.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

1 

(N/N 
(N/N 
0.00 
0.00 

(N/N 
(N/A) 
(N/N 
(N/N 
(N/N 
(N/N 
(N/N 
(N/N 
(N/N 
0.00 
0.70 
5.06 

148.13 
0.00 

5.06 

0.00 
0.01 
0.00 

(N/N 

Zone 

<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 

WVWC Model.wtg 
2/17/2011 
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Label 

P-377 
P-381 
P-382 
P-384 
P-385 
P-386 
P-387 
P-394 
P-395 
P-396 

Dia. 
(in> 

4.0 
6.0 
6.0 
6.0 
6.0 

12.0 
12.0 
6.0 
6.0 
6.0 - 

W C  Model.wtg 
2/1712011 

Start Node 

3-220 
PMP-7 
3-222 
3-222 
PSV-1 
PMP-CW1 
PSV-2 
3-111 
1-230 
1-105 

Willow Valley Water Company 
Active Scenario: ADD 

Flexlable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

PMP-CD1 
3-222 
3-127 
PSV-1 
T-3 
PSV-2 
3-210 
3-230 
3-109 
1-230 

2.28 130.0 
60.00 130.0 
10.38 130.0 
15.27 130.0 

109.21 130.0 
63.00 130.0 

0.97 130.0 
892.79 130.0 
656.24 130.0 
419.65 130.0 

Page 0 of 8 

-1 
0 
0 
0 
0 

720,174 
72 0,174 
25,592 

1 
-25,592 

0.00 
1.42 0.70 
1.42 
0.20 0.04 
0.00 0.00 
0.20 0.04 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

Global Water Resources 
Jared Christensen 



Willow Valley Water Company 
Active Scenario: ADD 

Hydropneumatic Tank FlexTable: Hydropnuematic Tank (WVWC Model.wtg) 

Current Time: 0.000 hours 

HT-2 
HT-3 
HT-4 

Label 

I HT-1 I 603.00 I 5,000.0 I 50.2 I 2,500.0 I 
612.00 5,216.0 56.7 2,000.0 

599.00 5,814.0 54.9 2,500.0 
645.00 13,985.0 72.3 2,030.0 

WVWC Model.wtg 
211 71201 1 

Page 1 of 1 Global Water Resources 
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Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Pump Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Label Status Flow Head Hydraulic Hydraulic Pressure Pressure 
(Calculated) (Total) (Maximum Grade Grade (Discharge) (Suction) 

(gpd) Operating) (Discharge) (Suction) (Psi) (Psi) 

PMP-1 
PMP-2 
PMP-3 
PMP-4 
PMP-5 
PMP-6 
PMP-7 
PMP-8 
PMP-9 
PMP-10 
PM P-CD 1 
PMP-CDZ 
PMP-CD3 
PMP-CD4 
PMP-CW1 

<None> 
<None> 
<None> 
<None> 
Off 
<None> 
Off 
On 
<None> 
<None> 
Off 
<None> 
<None> 
<None> 
On 

WWVC Model.wtg 
2/17/2011 

Page 1 of 1 Global Water Resources 
Jared Christensen 



Willow Valley Water Company 
Active Scenario: ADD 

FlexTable: Reservoir Report (WVWC Model.wtg) 

Current Time: 0.000 hours 

R-2 
R-3 
R-4 

463.00 -1 

455.00 720,174 
(N/N (N/A) 

WVWC ModeLwtg 
2117/2011 

Page 1 of 1 Global Water Resources 
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T-2 
T-3 
T-4 
T-5 
T-6 

WWVC Model.wtg 
211 7/2011 

34.20 16.00 (N/A) (N/N 487.00 (N/A) 
34.00 24.00 150,095.80 22.10 479.00 501.10 
20.00 20.00 44,650.31 19.00 476.05 495.05 

45.00 16.50 59,483.76 5.00 480.00 485.00 
34.00 16.00 (N/4 (N/A) 487.00 (N/N 

Page 1 of 1 Global Water Resources 
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Label Elevation 

Willow Valley Water Company 
Active Scenario: MDD 

FlexTabIe: Junction Report (WVWC ModeLwtg) 

1-1 
1-2 
1-3 
1-4 
1-5 
1-6 
1-7 
1-8 
1-9 
1-10 
1-12 
1-13 
1-14 
1-15 
1-16 
1-17 
1-18 
1-19 
1-20 
1-21 
1-22 
1-23 
1-24 
1-25 
1-26 
1-27 
1-28 
1-29 
1-30 
3-3 1 
1-32 
1-33 
1-34 
1-36 
1-37 
1-38 
1-40 
1-41 
I42 
1-43 
1-44 
I45 
1-46 
1-47 
1-48 
1-49 

W C  Model.wtg 
2/17/2011 

(ft) 
479.99 
479.99 
479.33 
479.00 
479.00 
478.35 
478.35 
477.69 
477.69 
476.70 
476.70 
477.69 
478.35 
479.33 
479.99 
479.99 
479.99 
480.64 
480.64 
479.33 
479.33 
479.33 
479.33 
479.33 
479.33 
479.00 
478.35 
478.35 
476.70 
480.97 
483.27 
479.99 
479.99 
479.99 
479.99 
479.99 
479.99 
479.33 
479.99 
479.33 
479.99 
477.36 
479.33 
479.33 
479.99 
479.33 

Current Time: 0.000 hours 

Hydraulic Grade Pressure 
(W (psi) 
602.35 
602.34 
602.33 
602.31 
602.31 
602.31 
602.31 
602.31 
602.32 
602.32 
602.23 
602.23 
602.23 
602.25 
602.25 
602.26 
602.28 
602.34 
602.35 
602.36 
602.35 
602.40 
602.30 
602.30 
602.48 
602.42 
602.41 
602.44 
602.67 
602.52 
602.69 
602.82 
602.58 
602.44 
602.39 
602.38 
602.40 
602.40 
602.39 
602.40 
602.39 
603.04 
602.53 
602.42 
602.40 
602.40 

.. . 

52.9 
52.9 
53.2 
53.4 
53.4 
53.6 
53.6 
53.9 
53.9 
54.3 
54.3 
53.9 
53.6 
53.2 
52.9 
52.9 
52.9 
52.7 
52.7 
53.2 
53.2 
53.2 
53.2 
53.2 
53.3 
53.4 
53.7 
53.7 
54.5 
52.6 
51.7 
53.1 
53.0 
53.0 
53.0 
53.0 
53.0 
53.2 
53.0 
53.2 
53.0 
54.4 
53.3 
53.3 

53.2 
53.a 
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Demand Zone 
(gpd) 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

11,208 
10,834 
11,955 
10,834 
11,208 
10,834 
10,087 
10,461 
7,098 

0 
0 
0 
0 
0 
0 
0 
0 
0 

1,868 
0 
0 
0 
0 

5,978 
0 

16,812 
8,219 

0 
11,208 

0 
0 
0 

2,989 
5,604 
1,868 
2,615 

Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 

Global Water Resources 
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Label 

1-50 
1-52 
1-53 
1-54 
1-55 
1-57 
1-58 
1-59 
1-60 
1-61 
1-62 
1-63 
1-64 
1-65 
1-66 
1-67 
1-68 
1-69 
1-70 
1-72 
1-73 
1-74 
1-76 
1-77 
1-78 
1-79 
1-80 
1-81 
3-82 
1-83 
1-84 
3-86 
1-87 
1-88 
1-90 
1-91 
1-92 
3-93 
3-95 
1-97 
1-98 
1-99 
3-100 
J-101 
1-102 
3-103 

WWVC Model.wtg 
2/17/2011 

Willow Valley Water Company 
Active Scenario: MDD 

FlexTable: Junction Report (WWVC ModeLwtg) 

Current Time: 0.000 hours 

Elevation 
(ft> 
484.91 
479.99 
479.99 
481.63 
479.99 
479.33 
475.06 
475.06 
475.06 
479.00 
479.33 
479.33 
479.33 
479.99 
479.33 
479.33 
479.33 
479.33 
476.05 
479.99 
479.00 
479.99 
476.70 
479.99 
479.99 
479.00 
478.35 
479.00 
479.33 
479.99 
479.00 
479.00 
479.33 
479.00 
476.05 
475.06 
478.35 
479.99 
475.72 
475.72 
475.06 
475.06 
475.06 
475.06 
475.72 
475.06 

602.83 
602.82 
602.83 
602.83 
602.85 
606.12 
604.12 
603.85 
603.28 
603.21 
603.21 
603.22 
603.14 
603.16 
603.13 
603.13 
603.12 
603.12 
603.15 
603.18 
603.59 
603.19 
603.13 
603.19 
603.20 
603.95 
604.22 
604.28 
604.26 
604.48 
604.26 
604.39 
604.86 
607.76 
603.47 
603.24 
603.21 
603.21 
644.19 
644.02 
643,98 
643.94 
643.94 
643.95 
644.16 
643.95 

Pressure 
(Psi) 

51.0 
53.1 
53.1 
52.4 
53.2 
54.9 
55.8 
55.7 
55.5 
53.7 
53.6 
53.6 
53.6 
53.3 
53.6 
53.6 
53.6 
53.6 
55.0 
53.3 
53.9 
53.3 
54.7 
53.3 
53.3 
54.1 
54.5 
54.2 
54.1 
53.9 
54.2 
54.3 
54.3 
55.7 
55.1 
55.5 
54.0 
53.3 
72.9 
72.8 
73.1 
73.1 
73.1 
73.1 
72.9 
73.1 
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Demand 

1,121 
1,494 
1,494 
6,351 

0 
0 

6,725 
0 
0 
0 
0 
0 
0 
0 

2,242 
0 

4,483 
0 
0 
0 
0 
0 
0 

2,615 
5,604 

0 
0 
0 

8,966 
8,593 
3,736 

0 
9,340 

0 
3,736 

0 
0 

4,110 
0 
0 

10,461 
10,461 
9,714 

1,494 

a 

5,230 

Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 

Global Water Resources 
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Label 

1-104 
3-105 
1-106 
1-107 
3-108 
3-109 
3-1 10 
3-111 
3-115 
3-116 
3-117 
3-118 
3-1 19 
3-120 
3-121 
3-124 
3-125 
3-126 
1-127 
3-128 
1-129 
3-130 
3-135 
1-136 
3-137 
1-138 
1-140 
3-142 
3-143 
3-144 
1-145 
1-146 
3-147 
1-148 
1-149 
3-150 
3-151 
1-152 
3-153 
1-154 
3-155 
3-156 
3-157 
1-158 
1-159 
J-161 

WWVC Model.wtg 
2/17/2011 

Willow Valley Water Company 
Active Scenario: MDD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Elevation Hydraulic Grade 
(ft) 
474.41 
475.06 
475.06 
473.42 
476.05 
476.05 
476.05 
476.05 
479.99 
480.97 
480.97 
480.97 
480.97 
480.97 
480.97 
478.35 
478.35 
478.35 
478.35 
478.35 
476.05 
476.05 
476.05 
476.70 
476.70 
478.35 
475.72 
476.70 
479.99 
479.99 
479.33 
479.99 
479.99 
480.64 
475.06 
479.99 
476.70 
477.36 
477.69 
478.35 
478.35 
479.00 
479.00 
479.33 
479.33 
479.33 

(f t)  
643.94 
645.23 
645.23 
644.52 
644.52 
645.29 
645.57 
645.43 
602.38 

(N/A) 
(N/A) 
(N/A) 
(N/A) 
(N/A) 
501.10 
610.99 
610.70 
611.05 
610.99 
495.03 
645.51 
645.36 
645.32 
645.32 
645.22 
645.22 
645.35 
602.75 
602.44 
602.42 
602.41 
602.46 
602.53 
602.55 
602.44 
602.43 
602.34 
602.33 
602.34 
602.36 
602.30 
602.30 
602.34 
602.34 
602.35 

Pressure 
(Psi) 

73.3 
73.6 
73.6 
74.0 
72.9 
73.2 
73.3 
73.3 
53.0 

(N/N 
(N/N 
(N/A) 

(WA) 
(N/N 
9.8 
57.4 
57.3 
57.4 
57.4 
8.2 
73.3 
73.3 
73.0 
73.0 
72.2 
73.3 
73.0 
53.1 
53.0 
53.3 
53.0 

52.7 
55.2 
53.c 
54.4 
54.1 
53.: 
53.6 
53.7 
53.: 
53.: 
53.2 
53.2 
53.2 

53.a 
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Demand 
(gpd) 

5,604 
0 

747 
747 

1,494 
0 
0 

6,650 
0 

(N/N 
(N/A) 
(N/N 
(N/N 
(N/N 
(N/N 

0 
0 
0 
0 
0 
0 
0 
0 

4,434 
3,325 
3,325 
4,434 
3,325 
5,604 
6,351 

0 
1,494 
16,812 
15,318 
7,846 
11,208 
7,846 
9,714 
10,087 
8,966 
8,593 
8,593 
7,472 
7,472 
6,725 
4,857 

Zone 

Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Transmission 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Transmission 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 

Global Water Resources 
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Label 

13-162 
3-163 
3-165 
3-166 
3-167 
3-168 
3-169 
3-170 
3-171 
3-172 
3-173 
3-174 
3-175 
3-176 
J-177 
3-178 
3-179 
3-180 
3-181 
3-182 
3-183 
3-184 
3-185 
3-186 
3-187 
3-188 
3-189 
3-190 
3-191 
3-192 
3-193 
3-194 
3-196 
3-197 
3-199 
3-200 
3-202 
3-203 
3-204 
3-205 
3-206 
3-207 
1-209 
3-210 
3-211 
3-212 

W C  ModeLwtg 
21171201 1 

Willow Valley Water Company 
Active Scenario: MDD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Elevation (fv 
477.69 
478.35 
477.36 
479.33 
479.33 
479.33 
479.99 
479.99 
479.00 
479.99 
479.33 
479.99 
471.13 
470.14 
470.14 
474.41 
475.72 
476.05 
475.06 
475.06 
470.14 
470.14 
470.80 
470.80 
474.08 
472.77 
466.86 
475.06 
475.06 
468.50 
470.14 
475.06 
468.5C 
469.4s 
470.8C 
472.77 
477.65 
479.3: 
472.7i 
466.8f 
470.1L 
469.45 
475.7; 
470.1L 
470.1' 
470.1' 

iydraulic Grade 

603.94 
603.21 
603.21 
603.17 
603.17 
603.13 
603.12 
603.13 
603.13 
603.14 
603.15 
603.30 
643.93 
599.00 
599.00 
598.99 
598.97 
598.97 
598.97 
598.97 
598.97 
598.97 
598.97 
598.97 

598.97 
598.97 
598.97 
598.97 
598.97 
598.97 
598.97 
598.97 
598.97 

598.98 
598.97 
598.97 
598.9E 
598.97 
598.97 
598.97 
598.97 
499.51 

@/A: 
485.05 

(N/A) 

598.98 

Pressure 
(Psi) 

54.6 
54.0 
54.4 
53.6 
53.6 
53.6 
53.3 
53.3 
53.7 
53.3 
53.6 
53.4 
74.8 
55.7 
55.7 
53.9 
53.3 
53.2 
53.6 
53.6 
55.7 
55.7 
55.5 
55.5 

54.6 
57.2 
53.6 
53.6 
56.4 
55.7 
53.6 
56.4 
56.0 
55.5 
54.6 
52.5 
51.8 
54.6 
57.2 
55.7 
56.0 
53.3 
12.7 

(N/A) 
6.4 

(N/N 
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Demand 
(gpd) 

14,197 
20,922 
9,714 

747 
5,978 
7,472 
5,604 
4,857 

13,450 
13,450 
16,438 
9,340 
5,230 

0 
0 
0 
0 
0 
0 

79 1 
4,745 
4,481 
1,845 
4,481 

3,163 
2,636 
1,845 
1,054 
2,372 

791 
52i 

1,05L 
4,483 
1,582 

5 27 
1,58> 

11,86; 
1,841 
1,58; 
1,58; 
1,054 
5,79I 

( 

(N/A 
( 

(N/Al 

zone 

Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
,irnarron 
Cirnarron 
Jirnarron 
Jirnarron 
Cirnarron 
Zirnarron 
Zirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cimarron 
Cimarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cimarron 
Transmission 
Cirnarron 
Transmission 

F.. 
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Label 

3-213 
3-214 
3-215 
3-216 
3-217 
3-218 
3-219 
3-220 
3-222 
1-230 
3-301 
3-302 
1-303 
3-304 
3-305 
3-306 
3-307 
3-308 
3-309 

Willow Valley Water Company 
Active Scenario: MDD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

. Elevation 
(ft) 
470.14 
470.14 
470.14 
470.14 
470.14 
470.14 
470.14 
470.14 
478.35 
475.00 
491.47 
477.69 
476.05 
471.13 
470.14 
476.70 
476.70 
477.69 

Hydraulic Grade 

485.05 
485.05 

(ft) 

(N/A) 
P/A)  
599.00 
499.47 
485.05 
485.05 
501.10 
645.29 
602.83 
603.17 
645.36 
598.98 
598.97 
598.97 
602.23 
603.21 

I 475.06 I 644.11 

Pressure 
(Psi) 

6.4 
6.4 

(N/N 
(N/N 
55.8 
12.7 
6.4 
6.4 
9.8 
73.7 
48.2 
54.3 
73.3 
55.3 
55.7 
52.9 
54.3 
54.3 
73.1 

Demand 

0 
0 

(N/N 
(N/N 

0 
0 
0 
0 
0 
0 

4,110 
0 
0 

3,163 
1,054 
7,908 
14,570 
22,416 

WVWC ModeLwtg 
2/17/2011 
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Zone 

Transmission 
Transmission 
Cimarron 
Cimarron 
Cimarron 
Transmission 
Transmission 
Transmission 
Transmission 
<None> 
Unit 17 
Unit 17 
Unit 17 
Cimarron 
Cimarron 
Cimarron 
Unit 17 
Unit 17 
Unit 17 
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Willow Valley Water Company 
Active Scenario: MDD 

FlexTable: Pipe Report (WVWC Model.wtg) 

Current Time: 0.000 hours 

Label D 
(i 

'- 1 
'-2 
J-3 
J-4 
J-5 
J-6 
'-7 
'-8 
"9 

J-10 

'-11 
J-12 
'-13 
'-19 
J-20 
'-2 1 
J-22 
J-23 
'-24 
'-25 

S-26 

P-27 

P-28 

P-30 
P-33 
P-35 
P-36 
P-37 
P-38 
P-50 
P-52 
P-57 
P-64 
P-65 
P-67 
P-69 
P-70 
P-71 
P-72 
P-73 

- 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
3.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

1-1 
1-2 
1-3 
1-4 
1-5 
1-6 
1-7 
1-8 
1-9 

1-10 

1-307 
1-12 
1-13 
1-19 
1-20 
1-19 
1-18 
1-17 
1-5 
1-15 

1-7 

1-13 

1-12 

1-21 
1-24 
1-26 
1-27 

1-29 
1-3 1 
1-33 
1-34 
7-41 
1-40 
1-42 
1-43 
I 4 2  
1-44 
3-44 
1-30 

1-28 

1-2 
1-3 
3-4 
3-5 
1-6 
1-7 
3-8 
1-9 
1-10 

1-307 

1-12 
1-13 
1-14 
1-20 
1-1 
1-2 
1-3 
1 4  
1-16 
3-6 

1-14 

1-8 

3-9 

1-22 
1-25 
1-27 
1-28 
1-29 
3-30 
1-20 
1-34 
3-36 
1-40 
3-42 
3 4 1  
3-41 
I 4 4  
1-43 
1-21 
I 4 5  

189.92 
228.21 
228.97 
233.62 
244.30 
240.39 
250.01 
257.23 
253.65 
1,203.1 

1 
262.39 
258.91 
256.57 
191.40 
705.52 
746.50 
793.44 
841.28 
896.58 
955.53 
1,018.0 

8 
1,078.1 

4 
1,138.2 

6 
194.15 
237.98 
246.80 
252.46 
259.01 
430.12 
432.69 
259.17 
719.89 
899.10 
220.23 
637.59 
101.42 
813.81 
114.60 
187.91 
190.20 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

Flow 
(gpd) 

29,483 
30,228 
29,578 
10,344 
-8,530 
-4,448 
-7,125 

-10,929 
-12,799 

11,961 

-2,609 
-1,803 

-489 
-9,186 
-2,345 
-1,275 

-10,087 
-10,834 
11,208 

-10,834 

12,445 

-12,148 

- 12,O 14 

8,745 
927 

22,411 
3,677 

-14,755 
-34,612 
13,939 
46,026 
20,609 

-18C 
8,486 

-4,772 
4,592 
2,05C 

-14,539 
16,58S 

-69,08€ 

Velocity Headloss Zone 
(Ws) Gradient 

(ft/lOOOft 

0.23 
0.24 
0.23 
0.08 
0.07 
0.04 
0.06 
0.09 
0.10 

0.21 

0.05 
0.03 
0.01 
0.16 
0.04 
0.02 
0.18 
0.19 
0.20 
0.19 

0.22 

0.22 

0.21 

0.16 
0.02 
0.4C 
0.07 
O.2E 
0.61 
0.44 
0.82 
0.37 
0.oc 
0.1: 
0.01 
0. OE 
0.0' 
0.21 
0.25 
1.2; 

0.06 
0.06 
0.06 
0.01 
0.01 
0.00 
0.00 
0.01 
0.01 

0.07 

0.00 
0.00 
0.00 
0.05 
0.00 
0.00 
0.05 
0.06 
0.07 
0.06 

0.08 

0.08 

0.08 

0.04 
0.00 
0.24 
0.01 
0.11 
0.54 
0.40 
0.91 
0.21 
0.00 
0.04 
0.01 
0.01 
0.00 
0.11 
0.14 
1.93 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

W C  Model.wtg 
211 71201 1 
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Label 

P-76 
P-77 
P-79 
P-81 
P-82 
P-83 
P-86 
P-87 
P-88 
P-89 
P-91 
P-92 
P-94 
P-95 
P-97 
P-98 
P-101 
P-102 
P-103 
P-104 
P-105 
P-107 
P-108 
P-109 
P-110 
P-112 
P-117 
P-120 
P-121 
P-123 
P-124 
P- 125 
P- 127 
P-128 

P- 129 

P-130 
P-132 
P-133 
P- 134 
P-135 
P-136 
P-137 
P-140 

Willow Valley Water Company 
Active Scenario: MDD 

Flexlable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Dia. 
(in) 

4.0 
6.0 
4.0 
6.0 
4.0 
4.0 
8.0 
8.0 
8.0 
4.0 
8.0 
8.0 
4.0 
4.0 
6.0 
6.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
6.0 
6.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

Start Node Stop Node 

1-26 
1-46 
1-23 
1-49 
1-48 
1-33 
1-50 
1-53 
1-53 
1-32 
1-54 
1-54 
1-58 
1-59 
1-61 
1-62 
1-65 
1-64 
1-66 
1-67 
1-68 
1-70 
1-302 
1-72 
1-63 
1-74 
1-70 
1-77 
1-78 
1-73 
1-79 
1-80 
1-79 
1-82 

1-83 

1-80 
3-84 
3-84 
1-86 
3-86 
J-87 
3-88 
3-57 

1-46 
1-47 
1-47 
I43 
1-49 
1-52 
1-53 
1-52 
1-54 
1-55 
1-55 
1-301 
1-59 
1-60 
1-62 
1-63 
1-64 
1-66 
1-67 
3-68 
1-69 
1-302 
1-72 
1-63 
3-73 
1-65 
1-76 
3-62 
3-61 
3-79 
1-80 
3-81 
1-82 
3-83 

1-57 

3-84 
3-82 
3-86 
3-81 
J-87 
1-88 
3-57 
3-90 

Length Hazen- Flow Velocitv 

64.40 
847.98 
167.65 
160.17 
274.03 
298.01 
599.97 
547.30 
282.98 
261.54 
762.08 
415.19 
250.14 
314.91 
300.47 
332.81 
262.03 
353.49 
266.83 
242.81 
254.80 
137.01 
262.18 
254.02 
264.11 
259.32 
258.65 
304.17 
558.25 
133.72 
244.79 
247.36 
700.56 
311.58 
1,664.1 

5 
100.99 
727.10 
245.38 
102.52 
162.84 
831.54 
242.85 
886.6E 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

-45,919 
47,622 
-16,909 
19,131 
-1,868 

11 

30,324 
-32,939 
-37,103 
-43,400 
4,110 
51,027 
66,884 
-3,039 
-27,250 
11,165 
8,101 
3,578 
3,113 
-1,210 
-18,838 
-7,978 

- 18,364 
-58,113 
15,104 
10,157 
-31,369 
-5,604 
-82,557 
-51,241 
-21,477 
-31,316 
-39,576 

-48,169 

-29,764 
707 

-34,207 
51,530 
-85,737 
-95,077 
135,689 
87,520 

-1,121 

(Ws) * 

0.81 
0.38 
0.30 
0.15 
0.03 
0.00 
0.00 
0.13 
0.15 
0.66 
0.19 
0.02 
0.90 
1.19 
0.02 
0.21 
0.20 
0.14 
0.06 
0.06 
0.02 
0.33 
0.14 
0.33 
1.03 
0.27 
0.18 
0.25 
0.04 
1.46 
0.91 

0.56 
0.70 

0.85 

0.53 
0.01 
0.61 
0.91 
1.52 
1.6s 
2.41 
1,55 

0.38 

Headloss 
Gradient 
yt/lOOOft 

1 
0.91 
0.13 
0.14 
0.02 
0.00 
0.00 
0.00 
0.01 
0.02 
0.61 
0.03 
0.00 
1.10 
1.82 
0.00 
0.05 
0.07 
0.04 
0.01 
0.01 
0.00 
0.17 
0.04 
0.17 
1.40 
0.12 
0.06 
0.06 
0.00 
2.68 
1.11 
0.22 
0.45 
0.69 

0.99 

0.41 
0.00 
0.52 
1.12 
2.88 
3.48 
6.73 
2.99 

Zone 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
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Label 

P-141 

P- 142 

P- 143 

P-144 

P-145 
P-148 
P-149 
P-151 
P-152 
P-153 
P-155 
P-156 

P-157 

P-158 

P-159 

P-160 

P-161 
P-163 
P-164 
P-167 
P-168 
P- 169 

P-170 

P-176 
P-177 
P-178 
P-179 
P-181 
P-182 
P-184 
P- 185 
P-186 
P-187 
P-189 
P-190 
P-191 
P-194 

Dia. 
(in) 

4.0 

6.0 

6.0 

6.0 

6.0 
6.0 
6.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 

4.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 
4.0 

6.0 
8.0 
8.a 
8.0 
8.0 
8.a 
8.C 
8.0 
8.a 
8.C 
8.C 

4.a 

WWVC Model.wtg 
2/17/2011 

Willow Valley Water Company 
Active Scenario: MDD 

FlexTable: Pipe Report (mrWC ModeLwtg) 

Current Time: 0,000 hours 

1-90 

1-45 

1-45 

3-45 

1-60 
1-92 
1-92 
3-95 
1-309 
1-97 
1-99 
1-100 

3-101 

1-97 

1-99 

1-95 

J-98 
1-103 
1-104 
3-105 
3-95 
3-108 

1-107 

1-36 
1-1 15 
1-37 
1-33 
J-116 
1-117 
3-118 
1-119 
1-116 
PMP-3 
PMP-2 
3-120 
1-1 16 
PMP-4 

1-58 

146 

1-90 

r-3 

1-91 
1-61 
1-93 
1-309 
1-97 
1-98 
1-100 
1-101 

1-309 

1-100 

1-98 

1-102 

1-103 
1-104 
1-99 
1-106 
1-108 
3-105 

1-108 

1-115 
1-1 
1-115 
1-55 
1-117 
PMP-2 
1-1 19 
PMP-4 
PMP-3 
3-118 
3-120 
3-118 
3-121 
1-121 

246.95 
1,018.6 

7 

319.84 

1,382.7 
3 

376.43 
289.82 
816.33 
91.17 

290.60 
256.40 
256.47 
296.34 
1,287.7 

8 
1,293.4 

9 
1,299.3 

9 
1,498.6 

4 
621.12 
638.16 
666.67 
843.42 
336.23 
655.48 
1,532.8 

1 
524.43 
77.43 

126.32 
97.06 
9.05 
7.33 
8.27 
8.45 
8.42 
8.65 
9.75 
9.19 
8.34 
8.57 

Hazen- 
Williams 
C 

130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 

130.0 
130.0 

130.C 

130.C 
130.C 
130.C 
130.C 
130.C 
130.C 
130.C 
130.C 
130.C 
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-81,833 

96,530 

165,617 

0 

38,804 
4,076 
4,110 

42,964 
27,096 
17,035 
-5,755 
-6,155 

-15,868 

10,061 

-7,230 

5,230 

9,805 
4,831 

-2,524 
747 

-48,194 
-50,436 

-747 

14,631 
28,841 
14,205 

-79,661 

(N/A: 
(WA: 
(N/A: 
(NIA: 
@/A: 
(N/A: 
(N/A: 
W/A: 
(N/A. 

lelocity 
(WS) 

1.45 

0.76 

1.31 

0.00 

0.31 
0.03 
0.03 
0.76 
0.48 
0.30 
0.10 
0.11 

0.28 

0.18 

0.13 

0.09 

0.17 
0.09 
0.04 
0.01 
0.85 
0.89 

0.01 

0.26 
0.51 
0.25 
0.63 

(WA) 
(N/A) 
(N/A) 
(N/A) 
(N/N 
(NIN 
(N/A) 
(N/A) 

(N/Al 

ieadloss 
Gradient 
f t / lOOOff  

1 
2.64 

0.50 

1.35 

0.00 

0.09 
0.00 
0.00 
0.80 
0.34 
0.14 
0.02 
0.02 

0.13 

0.05 

0.03 

0.02 

0.05 
0.01 
0.00 
0.00 

1.08 
0.9s 

0.oc 

0.11 
0.3E 
0.1c 
0.35 

(N/A: 
(N/A: 
(NIA: 
(N/A: 
(N/A: 

(N/A: 
(N/A, 
(WA: 
(N/A 

Zone 

<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
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Label 

P-195 

P-196 

P-197 
P-199 
P-200 
P-201 
P-202 
P-203 
P-204 
P-205 

P-206 

P-207 
P-209 
P-211 
P-212 
P-213 

P-214 

P-215 
P-216 
P-217 
P-218 
P-219 
P-220 
P-221 

P-222 

P-229 
P-230 
P-231 
P-232 
P-233 
P-234 
P-235 
P-236 

P-238 

P-239 
P-240 
P-241 
P-242 
P-243 
P-244 

Dia. 
(in) 

8.0 

4.0 

6.0 
6.0 
8.0 
8.0 
8.0 
6.0 
6.0 
8.0 

4.0 

4.0 
6.0 
6.0 
6.0 
6.0 

4.0 

8.0 
8.0 
6.0 
8.0 
6.0 
6.0 
6.0 

4.0 

4.0 
4.0 
2.0 
2.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 
6.0 
6.0 
4.0 
4.0 
4.0 

Willow Valley Water Company 
Active Scenario: MDD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Start Node 

1-117 

1-55 

?-1 
PMP-1 
r-2 
r-3 
1-124 
PMP-6 
1-125 
PMP-5 

1-88 

1-126 
R-2 
1-125 
1-128 
1-127 

1-127 

r-4 
1-129 
PMP-9 
1-129 
PMP-8 
3-110 
3-130 

HT-3 

1-135 
3-136 
3-136 
3-135 
3-111 
3-303 
1-303 
1-52 

3-143 

3-144 
347 
J-145 
3-145 
3-38 
J-147 

Current Time: 0.000 hours 

Stop Node Lencath Hazen- Flow Velocitv Headloss 

3-55 

HT- 1 

PMP-1 
T-2 
3-119 
1-124 
PMP-6 
1-125 
PMP-5 
1-124 

1-126 

1-58 
PMP-7 
3-128 
3-126 
1-128 

HT-2 

1-129 
PMP-9 
1-110 
PMP-8 
3-110 
3-130 
1-111 

3-130 

J-136 
J-137 
1-138 
3-140 
3-303 
3-135 
1-142 
3-143 

3-144 

1-40 
1-145 
1-49 
3-146 
3-147 
J-33 

Cft, Williams (gpd) . .  
.C 

10.66 

16.10 

15.86 
43.77 
16.34 
38.87 
32.00 
10.40 
28.05 
14.02 

163.27 

926.34 
10.69 
22.08 
49.06 
10.76 

21.87 

13.66 
13.78 
5.87 
5.69 

14.20 
10.13 

244.87 

18.66 

496.25 
186.52 
488.52 
396.99 
391.81 

25.67 
969.3C 
167.11 

1,238.E 
s 

267.24 
111.4E 
290.45 
206.8E 
577.51 
698.61 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

(N/N 

(WA) 
(N/N 
(N/A) 

(N/A) 
(N/N 

.60,163 

0 

1 
1 

!30,765 
!39,585 

-1 
-1 

! 7 0 , 3 5 0 
170,351 

570,352 
$64,807 

(N/N 
(N/N 

564,807 
564,807 
$64,807 
76,677 

!88,130 
11,084 
3,325 
3,325 
4,434 

18,843 
15,518 
3,325 

28,840 

23,236 

16,885 
25,109 
23,614 

1,494 
-16,812 
-33,624 

(WS) ~ Gradient 

(N/A) 

(N/N 
(N/N 
(N/N 

(N/A) 
(N/4 

2.84 

0.00 

0.00 
0.00 

4.09 

2.47 
0.00 
0.00 
2.92 
2.92 

6.57 

1.62 
(N/N 
(N/N 
1.62 
2.87 
2.87 
0.60 

5.11 

0.20 
0.06 
0.24 
0.31 
0.33 
0.28 
0.06 
0.51 

0.41 

0.3C 
0.2c 
0.1s 
0.03 
0.3C 
0.6C 

,ft/lOOOft 
1 
(N/A) 

(N/N 
(N/N 
(N/A) 
0.00 

(N/N 
(N/N 
0.00 
0.00 

18.00 

7.09 
0.00 
0.00 
6.00 
6.00 

43.23 

1.44 

9.15 

(N/N 
(N/N 
1.44 
5.83 
5.83 
0.32 

27.15 

0.07 
0.01 
0.20 
0.35 
0.17 
0.12 
0.01 
0.38 

0.26 

0.14 
0.04 
0.04 
0.00 
0.14 
0.51 

Zone 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

W C  ModelMg 
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Label 

P-245 
P-246 
P-247 
P-248 
P-249 
P-250 
P-251 
P-252 
P-253 
P-254 
P-255 
P-256 
P-257 
P-258 
P-259 
P-260 
P-261 
P-262 
P-263 
P-264 
P-265 
P-266 
P-267 
P-268 
P-269 
P-270 
P-271 
P-272 

P-273 

P-274 

P-275 

P-276 

P-277 

P-278 
P-279 
P-280 
P-281 

P-282 

P-283 

Dia. 
(in) 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

6.0 

6.0 

6.0 

6.0 

6.0 

6.0 
6.0 
6.0 
6.0 

6.0 

6.0 

WWVC Model.wtg '. 
211 71201 1 

Willow Valley Water Company 
Active Scenario: MDD 

FlexTabIe: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Start Node Stop Node Length Hazen- Flow Velocity Headloss Zone 

3-32 
1-148 
1-3 1 
1-149 
1-37 
3-150 
1-30 
3-151 
1-9 
3-152 
1-8 
3-153 
3-7 
3-154 
3-6 
1-155 
3-5 
3-156 
3 4  
3-157 
1-3 
1-158 
3-2 
1-159 
3-1 
1-161 
1-81 
1-162 

1-62 

1-163 

3-91 

3-308 

J-91 

3-165 
3-77 
1-166 
3-69 

1-167 

3-166 

1-148 
1-31 
1-149 
1-32 
1-150 
1-34 
1-151 
1-10 
1-152 
1-29 
3-153 
1-28 
3-154 
1-27 
1-155 
1-26 
1-156 
1-25 
1-157 
3-24 
1-158 
1-23 
3-159 
3-22 
3-161 
3-21 
3-162 
1-59 

3-163 

1-60 

3-308 

1-61 

1-165 

3-92 
3-166 
1-302 
3-167 

T-4 

3-167 

Cft) 

801.29 
754.97 
770.29 
992.50 
469.08 
473.99 
503.81 
392.35 
518.48 
515.25 
489.90 
492.05 
466.51 
465.56 
455.17 
428.85 
425.62 
409.33 
389.51 
394.94 
353.10 
378.79 
321.08 
362.87 
301.11 
350.93 
807.09 
749.02 
1,078.9 

9 
1,316.8 

9 
1,255.2 

5 
999.58 
1,434.9 

7 
891.80 
251.41 
104.34 
144.82 

4,186.9 
1 

1,158.6 
3 

Williams 
C 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
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(gpd) 

20,355 
5,037 

-8,902 
-16,748 
-14,209 
-25,417 
32,606 
24,760 

-10,143 
-19,857 
-8,345 

-18,432 
-9,767 

-18,734 
-14,916 
-23,509 

7,666 
-927 

8,399 
927 

-9,437 
-16,909 
-2,020 
-8,745 
-2,987 
-7,844 
30,053 
15,856 

-7,158 

-28,080 

20,905 

-1,511 

17,899 

8,186 
28,753 
22,028 

a 
0 

5,978 

(Ws) Gradient . .  
( f t / l O O O f t  

1 
0.36 
0.09 
0.16 
0.30 
0.25 
0.45 
0.58 
0.44 
0.18 
0.35 
0.15 
0.33 
0.17 
0.33 
0.26 
0.42 
0.14 
0.02 
0.15 
0.02 
0.17 
0.30 
0.04 
0.16 
0.05 
0.14 
0.53 
0.28 

O.OE 

0.22 

0.1E 

0.01 

0.1c 

O.OE 
0.2: 
0.17 
0.oc 

0.0c 

0.OI 

0.20 
0.02 
0.04 
0.14 
0.10 
0.30 
0.48 
0.29 
0.06 
0.19 
0.04 
0.17 
0.05 
0.17 
0.11 
0.26 
0.03 
0.00 
0.04 
0.00 
0.05 
0.14 
0.00 
0.04 
0.01 
0.03 
0.41 
0.13 

0.00 

0.05 

0.03 

0.00 

0.02 

0.01 
0.05 
0.03 
0. oc 
0.00 

0.0c 

:None> 
<None> 
:None> 
:None> 
:None> 
<None> 
:None> 
:None> 
:None> 
:None> 
:None> 
:None> 
:None> 
:None> 
<None> 
<None> 
<None> 
:None> 
<None> 
<None> 
:None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

Global Water Resources 
Jared Christensen 



Willow ValIey Water Company 
Active Scenario: MDD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

P-284 
P-285 
P-286 
P-287 
P-288 
P-289 
P-290 
P-291 
P-292 
P-293 
P-294 
P-295 

P-296 

P-297 

P-298 

P-299 

P-300 
P-301 
P-302 

P-303 

P-304 
P-305 
P-306 
P-307 
P-308 
P-309 
P-310 
P-311 
P-312 
P-313 
P-314 
P-315 
P-3 17 
P-318 
P-319 
P-320 
P-321 
P-322 
P-325 
P-326 

Dia. 
(in) 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 

4.0 

4.0 

8.0 
10.0 
10.0 

10.0 

10.0 
10.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 

Start Node 

3-69 
3-168 
3-68 
3-169 
3-76 
3-170 
3-302 
3-171 
3-72 
3-172 
3-63 
3-173 

J-73 

3-174 

3-103 

3-175 

T-5 
3-176 
3-177 

3-178 

3-179 
3-180 
3-181 
3-182 
3-183 
3-184 
3-184 
3-186 
3-183 
3-188 
3-189 
3-189 
3-191 
3-192 
3-192 
3-193 
3-191 
3-194 
3-193 
3-196 

1-168 
1-70 
1-169 
1-76 
1-170 
1-67 
1-171 
1-66 
1-172 
1-64 
1-173 
1-65 

1-174 

1-74 

1-175 

1-104 

r-2 
1-177 
1-178 

3-179 

1-180 
3-181 
1-182 
3-183 
3-184 
1-185 
3-186 
3-187 
3-188 
1-189 
1-190 
3-191 
3-192 
1-188 
3-193 
3-186 
1-194 
1-180 
3-196 
3-197 

437.71 
521.41 
381.96 
412.73 
560.28 
327.96 
678.41 
652.55 
751.63 
739.38 
887.70 
881.57 
1,019.0 

1 
1,010.1 

7 
1,629.4 

4 
1,630.0 

8 
673.90 

38.97 
487.41 
1,731.8 

5 
973.24 
976.07 
205.59 
740.53 
265.13 
217.36 
577.62 
795.82 
260.74 
288.84 
167.37 
333.63 
251.02 
312.01 

260.53 
228.52 
177.54 
412.01 
255.05 

337.70 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 

130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.C 
130.C 
130.C 
130.C 
130.C 
130.C 
130.C 
130.C 
130.C 
130.C 
130.C 

-1,210 
-8,682 

-160 
-5,764 
4,392 
-464 

11,168 

10,385 
-3,065 
12,500 
-3,939 

24,444 

15,104 

3,479 

-1,751 

-2,282 

(N/N 
73,808 
73,808 

38,498 

23,256 
6,569 
6,569 
3,798 

217 
1,845 

-6,109 
(N/A) 

-1,164 
115 

1 , 845 
-4,366 

811 
4,442 

-6,004 
-2,886 
-6,231 

-10,578 
-3,909 
-6,017 

0.02 
0.15 
0.00 
0.10 
0.08 
0.01 

0.04 
0.18 
0.05 
0.22 
0.07 

0.43 

0.27 

0.06 

0.03 

0.20 

(N/A) 
0.21 
0.21 

0.11 

0.07 
0.02 
0.03 
0.02 
0.00 
0.01 
0.03 

0.01 
0.00 
0.01 
0.02 
0.00 
0.02 
0.03 
0.01 
0.03 
0.05 
0.02 
0.03 

(N/N 

0.00 
0.04 
0.00 
0.02 
0.01 
0.00 
0.07 
0.00 
0.06 
0.01 
0.08 
0.01 

0.28 

0.12 

0.01 

0.00 

(N/N 
0.03 
0.03 

0.01 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

(N/N 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
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Label 

P-327 

P-328 

P-329 
P-330 
P-331 
P-332 
P-334 

P-335 

P-336 
P-337 
P-338 
P-339 
P-340 
P-341 
P-342 
P-343 
P-344 
P-346 
P-350 
P-351 
P-352 
P-353 
P-354 
P-355 
P-356 
P-358 
P-359 
P-360 
P-361 
P-363 
P-364 
P-366 
P-368 
P-370 
P-372 

P-373 

P-374 
P-375 
P-376 
P-377 
P-381 

Willow Valley Water Company 
Active Scenario: MDD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

8.0 

8.0 

8.0 
8.0 
8.0 
8.0 
8.0 

8.0 

6.0 
6.0 
6.0 
6.0 
8.0 
8.0 
8.0 
8.0 
6.0 
8.0 
8.0 
8.0 
4.0 
4.0 
6.0 
6.0 
6.0 
4.0 
4.0 
4.0 
4.0 
4.0 

12.0 
8.0 
8.0 
4.0 
8.0 

8.0 

8.0 
10.0 
8.0 
4.0 
6.0 

WWVC ModelMg 
2/17/2011 

3-197 

3-305 

3-305 
3-199 
3-200 
3-200 
3-202 

3-202 

3-204 
3-205 
3-197 
3-196 
3-179 
3-306 
3-182 
3-209 
R-3 
PMP-IO 
3-212 
3-213 
3-214 
PMP-CD4 
3-211 
3-215 
3-216 
3-213 
PMP-CD3 
3-212 
PMP-CD2 
PMP-CDl 
R 4  
J-210 
3-218 
3-218 
3-219 

T-6 

3-217 
Hi-4 
3-212 
3-220 
PMP-7 

3-305 

3-186 

3-199 
3-200 
3-178 
3-304 
3-180 

3-203 

3-199 
3-197 
3-206 
3-207 
3-306 
3-202 
3-209 
3-194 
PMP-10 
3-210 
3-213 
1-214 
PMP-CW 
3-2 11 
3-215 
3-216 
3-217 
PMP-CD3 
3-215 
PMP-CD2 
3-216 
1-217 
PMP-CW1 
3-218 
3-217 
3-219 
3-214 

1-219 

HT-4 
3-176 
3-220 
PMP-CD1 
3-222 

Length 
(rt> 

911.31 
1,018.5 

3 
281.64 
411.02 
158.43 
369.86 
307.43 
1,667.9 

5 
252.77 
202.12 
261.32 
149.99 
608.72 
642.23 
423.45 
414.14 
34.84 

297.73 
1.48 
1.65 
2.64 
2.69 
1.77 
1.85 
1.61 
2.25 
2.81 
2.23 
2.43 
2.41 

10.00 
6.49 
5.95 

97.39 
6.98 

9.35 

17.07 
36.19 

1.74 
2.28 

60.00 

Hazen- Flow 
Nilliams (gpd) 

C 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
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-13,662 

13,477 

-28,193 
-3 1,620 
-35,310 

3,163 
-6,110 

11,862 

-1,845 
-1,582 
1,582 
1,054 

15,242 
7,334 
1,980 

-3,819 
(N/N 
(N/N 

0 
0 

(N/N 
(N/N 
(N/A) 
(N/A) 
(N/N 
(N/N 
(N/N 
(NIA) 
(WA)  

-1 
720,174 
720,174 

720,174 
1 

720,173 
-1 

73,808 
-1 
-1 
0 

(N/A) 

Velocity Headloss Zone 
(ft/s) Gradient 

(ft/1000R 

0.06 

0.06 

0.12 
0.14 
0.16 
0.01 
0.03 

0.05 

0.01 
0.01 
0.01 
0.01 
0.07 
0.03 
0.01 
0.02 

(N/A) 
(N/4 
0.00 
0.00 

(N/N 
(N/A) 
(N/N 
(N/N 
(N/N 
(N/N 
(N/A) 
(N/A) 
(N/N 
0.00 
1.42 
3.19 

(N/A) 
12.77 
0.00 

3.19 

0.00 
0.21 
0.00 
0.00 
0.00 

0.00 

0.00 

0.01 
0.02 
0.02 
0.00 
0.00 

0.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

(N/A) 
(N/A) 
0.00 
0.00 

(N/N 
(N/N 
(N/N 
(N/N 
(N/N 
(N/A) 
(N/N 
(N/N 
(N/N 
0.00 
0.70 
5.06 

148.13 
(N/Al 

o.oa 
5.06 

0.00 
0.03 

0.0c 
0.oc 

0.00 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
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Willow Valley Water Company 
Active Scenario: MDD 

FlexTable: Pipe Report (WWVC Model.wtg) 

Current Time: 0.000 hours 

~ - 3 8 2  
P-384 
P-385 
P-386 
P-387 
P-394 
P-395 
P-396 6.0 

WWVCModel.wtg . 
2/17/2011 

3-222 
3-222 
PSV- 1 
PMP-CW1 
PSV-2 
3-111 
3-230 
J-105 

3-127 
PSV- 1 
T-3 
PSV-2 
3-210 
1-230 
1-109 
3-230 

Headloss 
Gradient 

( f t / lOOOft  
1 

10.38 
15.27 

109.21 
63.00 
0.97 

892.79 
656.24 
419.65 

130.0 
130.0 
130.0 

130.0 
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0.00 
0.40 0.15 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

Global Water Resources 
Jared Christensen 



Willow Valley Water Company 
Active Scenario: MDD 

Hydropneumatic Tank FlexTable: Hydropnuematic Tank (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Label Hydraulic Grade Volume (Tank) Pressure Liquid Volume 
(fit) (gal) (Calculated) (Calculated) 

(Psi) (gal) 

1 HT-1 I 603.00 I 5,000.0 I 50.2 I 2,500.0 I 
HT- 2 
HT-3 1 HT-4 

612.00 1 5,216.0 1 
645.00 13,985.0 
599.00 5.814.0 

:9: I 
54.9 

2,000.0 
2,030.0 
2.500.0 

W C  Model.wtg 
2/17/2011 
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PMP-1 
PMP-2 
PMP-3 
PMP-4 
PMP-5 
PMP-6 
PMP-7 
PMP-8 
PMP-9 
PMP-10 
PMP-CDl 
PMP-CDZ 
PMP-CD3 

PMP-CWl 
PMP-CD4 

WVWC Model.wtg 
2/17/2011 

<None> 
<None> 
<None> 
<None> 

<None> 
Off 
On 
<None> 
<None> 
Off 
<None> 
<None> 
<None> 
On 

off 

Willow Valley Water Company 
Active Scenario: MDD 

FlexTable: Pump Report (WVWC Model.wtg) 

Current Time: 0.000 hours 

(N/N 0.00 

Page I of 1 Global Water Resources 
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Willow Valley Water Company 
Active Scenario: MDD 

FlexTable: Reservoir Report (WWVC ModeLwtg) 

Current Time: 0.000 hours 

Label Hydraulic Grade Flow (Out net) 

(N/N (N/N 

(N/N (N/N 
463.00 

455.00 720,174 

W C  Model.wtg 
2/17/2011 

Page 1 of 1 Global Water Resources 
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Willow Valley Water Company 
Active Scenario: MDD 

Flexlable: Tank Report (WWVC ModeLwtg) 

Current lime: 0.000 hours 

T-2 34.20 16.00 (N/A) (N/A) 
T-3 34.00 24.00 150,095.80 22.10 
T-4 20.00 20.00 44,650.31 19.00 

T-6 45.00 16.50 59,483.76 5.00 
T- 5 34.00 16.00 (N/A) (N/A) 

487.00 (N/A) 
479.00 501.10 
476.05 495.05 
487.00 (N/A) 
480.00 485.00 

WVWC Model.wtg 
2/17/2011 
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Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

479.99 
479.99 
479.33 
479.00 
479.00 
478.35 
478.35 
477.69 
477.69 
476.70 
476.70 
477.69 
478.35 
479.33 
479.99 
479.99 
479.99 
480.64 
480.64 
479.33 
479.33 
479.33 
479.33 
479.33 
479.33 
479.00 
478.35 
478.35 
476.70 
480.97 
483.27 
479.99 
479.99 
479.99 
479.99 
479.99 
479.99 
479.33 
479.99 
479.33 
479.99 
477.36 
479.33 
479.33 
479.99 
479.33 

Label 

3-1 
3-2 
3-3 
3 4  
3-5 
3-6 
3-7 
3-8 
I -9 
3-10 
1-12 
1-13 
3-14 
1-15 
1-16 
1-17 
3-18 
1-19 
1-20 
1-21 
1-22 
3-23 
1-24 
1-25 
1-26 
1-27 
1-28 
3-29 
3-30 
1-3 1 
3-32 
1-33 
1-34 
1-36 
1-37 
3-38 
1-40 
I 4 1  
342 
1-43 
3-44 
1-45 
1-46 
1-47 
I48 
11-49 

WVWC Model.wtg 
2/17/2011 

597.89 0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

19,054 
18,418 
20,324 
18,418 
19,054 
18,418 
17,148 
17,783 
12,067 

0 
0 
0 
0 
0 
0 
0 
0 
0 

3,176 
0 
0 
0 
0 

10,162 
0 

28,580 
13,973 

0 
19,054 

0 
0 
0 

5,081 
9,527 
3,176 
4,446 

597.78 
597.62 
597.48 
597.42 
597.39 
597.37 
597.36 
597.35 
597.35 
597.13 
597.13 
597.13 
597.23 
597.26 
597.34 
597.51 
597.85 
597.94 
597.81 
597.80 
597.73 
597.41 
597.41 
597.65 
597.51 
597.49 
597.50 
597.72 
600.16 
601.28 
601.99 
600.13 
598.90 
598.42 
600.82 
597.97 
597.83 
597.85 
597.80 
597.80 
598.10 
597.77 
597.76 
597.78 
597.78 

Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 

Pressure 
(Psi1 

51.0 
51.0 
51.2 
51.3 
51.2 
51.5 
51.5 
51.8 
51.8 
52.2 
52.1 
51.7 
51.4 
51.0 
50.7 
50.8 
50.8 
50.7 
50.7 
51.3 
51.3 
51.2 
51.1 
51.1 
51.2 
51.3 
51.5 
51.6 
52.4 
51.6 
51.1 
52.8 
52.0 
51.4 
51.2 
52.3 
51.0 
51.3 
51.0 
51.3 
51.0 
52.2 
51.2 
51.2 
51.0 
51.2 
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Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Elevation 
(ft) 
484.91 
479.99 
479.99 
481.63 
479.99 
479.33 
475.06 
475.06 
475.06 
479.00 
479.33 
479.33 
479.33 
479.99 
479.33 
479.33 
479.33 
479.33 
476.05 
479.99 
479.00 
479.99 
476.70 
479.99 
479.99 
479.00 
478.35 
479.00 
479.33 
479.99 
479.00 
479.00 
479.33 
479.00 
476.05 
475.06 
478.35 
479.99 
475.72 
475.72 
475.06 
475.06 
475.06 
475.06 
475.72 
475.06 

Label 

1-50 
3-52 
3-53 
3-54 
1-55 
1-57 
3-58 
3-59 
3-60 
1-61 
1-62 
3-63 
3-64 
3-65 
3-66 
1-67 
3-68 
3-69 
3-70 
3-72 
1-73 
1-74 
3-76 
3-77 
3-78 
1-79 
1-80 
3-81 
J-82 
3-83 
3-84 
1-86 
3-87 
3-88 
1-90 
1-91 
3-92 
3-93 
3-95 
1-97 
3-98 
3-99 
1-100 
1-101 
3-102 
3-103 

WVWC Model. 
2/17/2011 

Hydraulic Grade 

602.04 
601.98 
602.04 
602.07 
602.18 
601.93 
598.76 
597.45 
595.61 
595.38 
595.38 
595.41 
595.19 
595.22 
595.16 
595.15 
595.15 
595.15 
595.21 
595.30 
596.23 
595.29 
595.17 
595.33 
595.38 
597.04 
597.67 
597.82 
597.74 
598.21 
597.75 
598.02 
598.91 
604.59 
598.46 
595.50 
595.38 
595.38 
641.82 
641.36 
641.26 
641.16 
641.17 
641.19 
641.76 
641.18 

(ft) 
Pressure 

(Psi) 
50.7 
52.8 
52.8 
52.1 
52.9 
53.0 
53.5 
53.0 
52.2 
50.4 
50.2 
50.2 
50.1 
49.9 
50.1 
50.1 
50.1 
50.1 
51.6 
49.9 
50.7 
49.9 
51.3 
49.9 
49.9 
51.1 
51.6 
51.4 
51.2 
51.1 
51.4 
51.5 
51.7 
54.3 
53.0 
52.1 
50.6 
49.9 
71.9 
71.7 
71.9 
71.9 
71.9 
71.9 
71.8 
71.9 
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Demand 
(gpd) 

1,905 
2,540 
2,540 
10,797 

0 
0 

11,432 
0 
0 
0 
0 
0 
0 
0 

3,811 
0 

7,62 1 
0 
0 
0 
0 
0 
0 

4,446 
9,527 

0 
0 
0 

15,243 
14,608 
6,351 

0 
15,878 

0 
6,351 

0 
0 

6,986 
0 
0 
0 

17,783 
17,783 
16,513 
8,892 
2,540 

Zone 

Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 



Label 

1-104 
1-105 
1-106 
3-107 
1-108 
3-109 
1-110 
1-111 
1-115 
3-1 16 
1-1 17 
1-1 18 
1-1i9 
1-120 
1-121 
1-124 
1-125 
1-126 
1-127 
1-128 
3-129 
1-130 
1-135 
1-136 
3-137 
3-138 
1-140 
1-142 
3-143 
1-144 
1-145 
1-146 
1-147 
1-148 
1-149 
3-150 
1-151 
3-152 
1-153 
1-154 
3-155 
3-156 
3-157 
3-158 
3-159 
1-161 

W C  ModelMg 
2/17/2011 

Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Elevation Hydraulic Grade 
(R) (rt) 
474.41 
475.06 
475.06 
473.42 
476.05 
476.05 
476.05 
476.05 
479.99 
480.97 
480.97 
480.97 
480.97 
480.97 
480.97 
478.35 
478.35 
478.35 
478.35 
478.35 
476.05 
476.05 
476.05 
476.70 
476.70 
478.35 
475.72 
476.70 
479.99 
479.99 
479.33 
479.99 
479.99 
480.64 
475.06 
479.99 
476.70 
477.36 
477.69 
478.35 
478.35 
479.00 
479.00 
479.33 
479.33 
479.33 

641.15 
644.60 
644.60 
642.71 
642.71 
644.77 
645.41 
645.14 
598.25 

(N/A) 
(N/A) 
(N/A) 
(WA) 
(N/N 
@/A) 
501.10 
610.26 
609.75 
610.37 
610.26 
495.03 
645.35 
644.95 
644.86 
644.86 
644.59 
644.58 
644.94 
601.48 
598.46 
597.77 
597.77 
601.04 
600.39 
600.48 
599.04 
597.44 
597.37 
597.37 
597.39 
597.46 
597.40 
597.42 
597.64 
597.78 
597.83 

Pressure 
(Psi) 

72.1 
73.3 
73.3 
73.2 
72.1 
73.0 
73.3 
73.2 
51.2 

(N/A) 
(N/N 
(N/N 
(N/N 
(N/A) 
(N/A) 
9.8 
57.1 
56.9 
57.1 
57.1 
8.2 
73.2 
73.1 
72.8 
72.8 
71.9 
73.1 
72.8 
52.6 
51.3 
51.2 
51.0 
52.4 
51.8 
54.3 
51.5 
52.2 
51.9 
51.8 
51.5 
51.5 
51.2 
51.2 
51.2 
51.2 
51.3 
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Demand 
(gpd) 

9,527 
0 

1,270 
1,270 
2,540 

0 
0 

11,306 
0 

(N/A) 
(N/A) 
(N/A) 
(N/A) 
P I A )  
(N/N 

0 
0 
0 
0 
0 
0 
0 
0 

7,537 
5,653 
5,653 
7,537 
5,653 
9,527 
10,797 

0 
2,540 
28,580 
26,040 
13,338 
19,054 
13,338 
16,513 
17,148 
15,243 
14,608 
14,608 
12,702 
12,702 
11,432 
8,257 

Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Transmission 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Transmission 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 
Unit 17 

Global Water Resources 
Jared Christensen 



Label 

1-162 
1-163 
1-165 
1-166 
1-167 
1-168 
1-169 
1-170 
1-171 
1-172 
1-173 
1-174 
1-175 
1-176 
1-177 
1-178 
1-179 
1-180 
1-181 
1-182 
1-183 
I- 184 
1-185 
1-186 
1-187 
1-188 
1-189 
1-190 
1-191 
1-192 
1-193 
1-194 
1-196 
1-197 
1-199 
1-200 
1-202 
1-203 
1-204 
1-205 
1-206 
1-207 
1-209 
1-210 
1-211 
1-212 

Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0,000 hours 

Elevation 
(ft) 

477.69 
478.35 
477.36 
479.33 
479.33 
479.33 
479.99 
479.99 
479.00 
479.99 
479.33 
479.99 
471.13 
470.14 
470.14 
474.41 
475.72 
476.05 
475.06 
475.06 
470.14 
470.14 
470.80 
470.80 
474.08 
472.77 
466.86 
475.06 
475.06 
468.50 
470.14 
475.06 
468.50 
469.49 
470.80 
472.77 
477.69 
479.33 
472.77 
466.86 
470.14 
469.49 
475.72 
470.14 
470.14 
470.14 

iydraulic Grade 

597.47 
595.40 
595.40 
595.29 
595.28 
595.15 
595.15 
595.15 
595.15 
595.18 
595.21 
595.55 
641.14 
599.00 
598.99 
598.96 
598.93 
598.92 
598.92 
598.92 
598.92 
598.92 
598.92 
598.92 

598.92 
598.92 
598.92 
598.92 
598.92 
598.92 
598.92 
598.92 
598.92 
598.94 
598.95 
598.92 
598.91 
598.94 
598.92 
598.92 
598.92 
598.9; 
499.51 

(NIA: 
485.05 

(ft) 

(N/A) 

Pressure 
(Psi) 

51.8 
50.6 
51.1 
50.2 
50.2 
50.1 
49.8 
49.8 
50.3 
49.8 
50.1 
50.0 
73.6 
55.7 
55.7 
53.9 
53.3 
53.2 
53.6 
53.6 
55.7 
55.7 
55.4 
55.4 

(NIN 
54.6 
57.1 
53.6 
53.6 
56.4 
55.7 
53.6 
56.4 
56.0 
55.4 
54.6 
52.5 
51.7 
54.6 
57.1 
55.7 
56.C 
53.3 
12.7 

6.4 
(NIA: 
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Demand 
(gpd) 

24,135 
35,567 
16,513 

1,270 
10,162 
12,702 
9,527 
8,257 

22,864 
22,864 
27,945 
15,878 
8,892 

0 
0 
0 
0 
0 
0 

1,344 
8,066 
7,618 
3,137 
7,618 
(NIN 
5,377 
4,481 
3,137 
1,792 
4,033 
1,344 

896 
1,792 
7,618 
2,689 

896 
2,689 

20,165 
3,137 
2,689 
2,689 
1,792 
9,859 

0 

0 
(NIA) 

Zone 

Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Jnit 17 
Unit 17 
Unit 17 
Jnit 17 
Unit 17 
Jnit 17 
Unit 17 
Jnit 17 
Jnit 17 
Zirnarron 
Zirnarron 
Zirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cirnarron 
Cimarron 
Cirnarron 
Cirnarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Cirnarron 
Cimarron 
Cimarron 
Cimarron 
Cirnarron 
Cirnarron 
Cimarron 
Cirnarron 
Cimarron 
Cimarron 
Cimarron 
Cimarron 
Transmission 
Cimarron 
Transmission 

Global Water Resources 
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WWVC Model.wtg 
2/17/2011 

Ut) 
470.14 
470.14 
470.14 
470.14 
470.14 
470.14 
470.14 
470.14 
478.35 
475.00 
491.47 
477.69 
476.05 
471.13 
470.14 
476.70 
476.70 
477.69 
475.06 

Label 

3-213 
3-214 
3-215 
3-216 
3-217 
3-218 
3-219 
3-220 
1-222 
3-230 
3-301 
1-302 
3-303 
3-304 
3-305 
1-306 
3-307 
3-308 
3-309 

(ft) 
485.05 
485.05 

(N/N 
(N/N 

599.00 
499.47 
485.05 
485.05 
501.10 
644.77 
602.07 
595.28 
644.95 
598.95 
598.93 
598.92 
597.13 
595.38 
641.63 

Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Junction Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

(gpd) 
0 
0 

(N/A) 
(N/A) 

0 
0 
0 
0 
0 
0 

6,986 
0 
0 

5,377 
1,792 

13,444 
24,770 
38,107 

0 

Transmission 
Transmission 
Cimarron 
Cirnarron 
Cirnarron 
Transmission 
Transmission 
Transmission 
Transmission 
<None> 
Unit 17 
Unit 17 
Unit 17 
Cimarron 
Cimarron 
Cimarron 
Unit 17 
Unit 17 
Unit 17 

Pressure 
(Psi) 

6.4 
6.4 

(N/N 
(N/N 
55.8 
12.7 
6.4 
6.4 
9.8 

73.5 
47.9 
50.9 
73.1 
55.3 
55.7 
52.9 
52.1 
50.9 
72.1 
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Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

La bel H s Zone 
W t 

f t  

P- 1 
P-2 
P-3 
P 4  
P-5 
P-6 
P-7 
P-8 
P-9 

P-10 

P-11 
P-12 
P-13 
P-19 
P-20 
P-21 
P-22 
P-23 
P-24 
P-25 

P-26 

P-27 

P-28 

P-30 
P-33 
P-35 
P-36 
P-37 
P-38 
P-50 
P-52 
P-57 
P-64 
P-65 
P-67 
P-69 
P-70 
P-71 
P-72 
P-73 

- 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
3.0 
4.0 
4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

WWVC Model.wtg ' * 
2/17/2011 

3-1 
1-2 
1-3 
1-4 
1-5 
1-6 
1-7 
1-8 
3-9 

1-10 

1-307 
1-12 
1-13 
1-19 
1-20 
1-19 
1-18 
1-17 
1-5 
1-15 

1-7 

1-13 

3-12 

3-21 
1-24 
1-26 
1-27 
3-28 
3-29 
1-31 
1-33 
3-34 
3 4 1  
I40 
3-42 
1-43 
3-42 
1-44 
3-44 
1-30 

3-2 
1-3 
1-4 
1-5 
1-6 
3-7 
3-8 
3-9 
3-10 

1-307 

1-12 
1-13 
3-14 
3-20 
1-1 
3-2 
3-3 
3 4  
1-16 
1-6 

1-14 

3-8 

3-9 

3-22 
3-25 
1-27 
3-28 
1-29 
1-30 
1-20 
3-34 
3-36 
1-40 
1-42 
3-41 
3 4 1  
3-44 
3-43 
1-21 
I45 

189.92 
228.21 
228.97 
233.62 
244.30 
240.39 
250.01 
257.23 
253.65 
1,203.1 

1 
262.39 
258.91 
256.57 
191.40 
705.52 
746.50 
793.44 
841.28 
896.58 
955.53 
1,018.0 

8 
1,078.1 

4 
1,138.2 

6 
194.15 
237.98 
246.80 
252.46 
259.01 
430.12 
432.69 
259.17 
719.89 
899.10 
220.23 
637.59 
101.42 
813.81 
114.60 
187.91 
190.20 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
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103,263 
115,027 
107,125 
70,389 
42,343 
40,686 
26,865 
11,617 
-1,785 

19,733 

-5,037 
-3,953 
-1,634 
-31,414 
11,610 
13,631 
-17,148 
-18,418 
19,054 
-18,418 

21,958 

-20,737 

-20,137 

9,566 
5,615 
35,909 
12,529 
-10,109 
-33,357 
55,092 
140,468 
64,691 
-17,935 
35,642 
7,061 

9,528 
11,305 
-1,777 
-71,388 

-24,996 

0.81 
0.91 
0.84 
0.55 
0.33 
0.32 
0.21 
0.09 
0.01 

0.35 

0.09 
0.07 
0.03 
0.56 
0.21 
0.24 
0.30 
0.33 
0.34 
0.33 

0.39 

0.37 

0.36 

0.17 
0.10 
0.64 
0.22 
0.18 
0.59 
1.74 
2.49 
1.15 
0.32 
0.63 
0.13 
0.44 
0.17 
0.20 
0.03 
1.27 

0.56 
0.69 
0.60 
0.28 
0.11 
0.10 
0.05 
0.01 
0.00 

0.19 

0.02 
0.01 
0.00 
0.45 
0.07 
0.10 
0.15 
0.17 
0.18 
0.17 

0.23 

0.21 

0.20 

0.05 
0.02 
0.57 
0.08 
0.05 
0.50 
5.15 
7.18 
1.71 
0.16 
0.57 
0.03 
0.29 
0.05 
0.07 
0.00 
2.05 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

Global Water Resources 
Jared Christensen 



P-76 
P-77 
P-79 
P-81 
P-82 
P-83 
P-86 
P-87 
P-88 
P-89 

P-9 1 

P-92 
P-94 
P-95 
P-97 
P-98 
P-101 
P-102 
P-103 
P- 104 
P-105 
P- 107 
P-108 
P-109 
P-110 
P-112 
P-117 
P-120 
P-121 

P-123 

P-124 
P-125 
P-127 
P-128 

P-129 

P-130 
P-132 
P-133 
P-134 

P-135 

Dia. 
(in1 

4.0 
6.0 
4.0 
6.0 
4.0 
4.0 
8.0 
8.0 

4.0 

8.0 

8.0 
4.0 
4.0 
6.0 
6.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4 .O 

6.0 
6.0 

4.0 

4.0 
4.0 
4.0 
4.0 

4.0 

4.0 
4.0 
4.0 
4.0 

4.0 

8.Q 

4.0 

3-26 
346 
3-23 
349 
348 
3-33 
3-50 
1-53 
1-53 
1-32 

3-54 

3-54 
1-58 
3-59 
1-61 
3-62 
3-65 
3-64 
3-66 
3-67 
3-68 
3-70 
3-302 
1-72 
1-63 
3-74 
3-70 
3-77 
3-78 

3-73 

J-79 
3-80 
1-79 
3-82 

3-83 

3-80 
3-84 
J-84 
3-86 

3-86 

Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Pipe Report (WWVC Model.wtg) 

Current Time: 0,000 hours 

346 
J-47 
347 
343 
3-49 
3-52 
1-53 
1-52 
1-54 
3-55 

3-55 

3-301 
3-59 
3-60 
1-62 
1-63 
1-64 
3-66 
3-67 
1-68 
1-69 
1-302 
3-72 
3-63 
1-73 
3-65 
1-76 
3-62 
3-61 

3-79 

3-80 
3-81 
3-82 
1-83 

1-57 

3-84 
3-82 
3-86 
3-81 

3-87 

Length 
(e) 

64.40 
847.98 
167.65 
160.17 
274.03 
298.01 
599.97 
547.30 
282.98 
261.54 

762.08 

415.19 
250.14 
314.91 
300.47 
332.81 
262.03 
353.49 
266.83 
242.81 
254.80 
137.01 
262.18 
254.02 
264.11 
259.32 
258.65 
304.17 
558.25 

133.72 

244.75 
247.36 
700.56 
311.58 
1,664.1 

5 
100.9s 
727.1C 
245.3E 
102.52 

162.84 

Hazen- 
Williams 

C 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 

130.0 

-67,278 
5,336 

-21,949 
-36,301 
-3,176 
5,416 

-1,905 
84,999 

-89,445 
-94,469 

107,228 
6,986 

118,644 
125,565 

2,016 
-36,780 
17,113 
12,496 
5,318 
4,823 

-2,351 
-32,789 
-12,520 
-30,767 
-89,438 
23,168 
17,736 

-55,645 
-9,527 

128,484 
-80,207 
-38,020 
-48,277 
-60,282 

-74,890 

-42,187 
3,237 

-51,775 
69,076 

120,851 

1.19 
0.04 
0.39 
0.29 
0.06 
0.10 
0.01 
0.38 
0.40 
1.67 

0.48 

0.03 
2.10 
2.23 
0.02 
0.29 
0.30 
0.22 
0.09 
0.09 
0.04 
0.58 
0.22 
0.55 
1.59 
0.41 
0.31 
0.44 
0.08 

2.28 

1.42 
0.67 
0.86 
1.07 

1.33 

0.75 
0.06 
0.92 
1.22 

2.14 

Headloss 
Gradient 
(ft/1000ff 

) 
1.84 
0.00 
0.23 
0.08 
0.01 
0.02 
0.00 
0.10 
0.11 
3.44 

0.15 

0.00 
5.25 
5.83 
0.00 
0.08 
0.15 
0.08 
0.02 
0.01 
0.00 
0.48 
0.08 
0.43 
3.11 
0.26 
0.16 
0.18 
0.01 

6.08 

2.54 
0.64 
0.99 
1.50 

2.24 

0.77 
0.01 
1.13 
1.93 

5.43 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 

<None> 

WWVC Model.wtg 
2/17/2011 
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Label 

P-136 

P-137 
P-140 
P-141 

P-142 

P- 143 

P-144 

P-145 
P-148 
P-149 
P-151 
P-152 
P-153 
P-155 
P-156 

P-157 

P-158 

P-159 

P-160 

P-161 
P-163 
P-164 
P-167 
P-168 
P-169 

P-170 

P-176 
P- 177 
P-178 

P-179 

P-181 
P-182 
P-184 
P-185 
P-186 

Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Pipe Report (WVWC Model.wtg) 

Current Time: 0.000 hours 

Node h 

WWVC Model.wtg 
211 71201 1 

4.0 

4.0 
4 .O 
4.0 

6.0 

6.0 

6.0 

6.0 
6.0 
6.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 

4.0 

4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.4 

4.0 

4.0 
4.0 
4.0 

6.0 

8.0 
8.0 
8.0 
8.0 
8.0 

1-87 

3-88 
1-57 
1-90 

1-45 

1-45 

I 4 5  

1-60 
1-92 
1-92 
1-95 
1-309 
1-97 
1-99 
3-100 

1-101 

1-97 

1-99 

1-95 

1-98 
3-103 
1-104 
3-105 
3-95 
J-108 

3-107 

3-36 
1-115 
3-37 

3-33 

1-116 
3-117 
J-118 
1-119 
3-116 

1-88 

1-57 
1-90 
1-58 

1-46 

1-90 

r-3 

1-91 
1-61 
1-93 
1-309 
1-97 
1-98 
1-100 
1-101 

1-309 

1-100 

1-98 

1-102 

1-103 
1-104 
1-99 
1-106 
1-108 
3-105 

3-108 

1-115 
3-1 
3-115 

1-55 

1-1 17 
PMP-2 
1-119 
PMP-4 
PMP-3 

831.59 

242.85 
886.68 
246.95 
1,018.6 

7 

319.84 

1,382.7 
3 

376.43 
289.82 
816.33 
91.17 

290.60 
256.40 
256.47 
296.34 
1,287.7 

8 
1 , 293.4 

9 
1,299.3 

9 
1,498.6 

4 
621.12 
638.16 
666.67 
843.42 
336.23 
655.48 
1,532.8 

1 
524.43 
77.43 

126.32 

97.06 

9.05 
7.33 
8.27 
8.45 
8.42 

Hazen- Flow Velocity 
Nilliams (gpd) (ft/s) 

r 
b 

130.0 

130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 
130.0 

130.0 

130.0 
130.C 
130.G 
130.0 
130.C 
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136,729 
176,177 
101,287 
-54,148 

77,695 

149,084 

0 

73,149 
9,995 
6,986 

73,039 
46,063 
28,959 
-9,783 

-10,463 

-26,976 

17,104 

- 12,291 

8,892 

16,668 
8,213 

-4,291 
1,270 

-81,93C 
-85,741 

-1,27C 

54,525 
111,252 
56,722 

203,04.! 
(N/A: 
@/A: 

(WA: 

2.42 

3.12 
1.80 
0.96 

0.61 

1.17 

0.00 

0.58 
0.08 
0.06 
1.29 
0.82 
0.51 
0.17 
0.19 

0.48 

0.30 

0.22 

0.16 

0.30 
0.15 
0.08 
0.02 
1.45 
1.52 

0.02 

0.97 
1.97 
1.01 

1.60 

(N/A) 
(N/N 
(N/A) 
(N/N 
(N/A) 

ieadloss Zone 
Gradient 
ftJlO0Oft 

1 
6.83 

10.92 
3.92 
1.23 

0.33 

1.11 

0.00 

0.30 
0.01 
0.00 
2.14 
0.91 
0.39 
0.05 
0.06 

0.34 

0.15 

0.08 

0.04 

0.14 
0.04 
0.01 
0.00 
2.64 
2.88 

0.00 

1.24 
4.66 
1.34 

1.97 

(N/A: 
(N/A: 
(N/A; 

(N/A: 

<None> 

<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 

Jared Christensen 



Label 

P-187 
P-189 
P-190 
P-191 
P-194 
P-195 

P-196 

P-197 
P- 199 
P-200 
P-201 
P-202 
P-203 
P-204 
P-205 

P-206 

P-207 
P-209 
P-211 
P-212 
P-213 

P-214 

P-215 
P-216 
P-217 
P-218 
P-219 
P-220 
P-221 

P-222 

P-229 
P-230 
P-231 
P-232 
P-233 
P-234 
P-235 
P-236 

P-238 

P-239 

Dia. 
(in) 

.-, 

8.0 
8.0 
8.0 
8.0 
8.0 
8.0 

4.0 

6.0 
6.0 
8.0 
8.0 
8.0 
6.0 
6.0 
8.0 

4.0 

4.0 
6.0 
6.0 
6.0 
6.0 

4.0 

8.0 
8.0 
6.0 
8.0 
6.0 
6.0 
6.0 

4.0 

4.0 
4.0 
2.0 
2.6 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 

WWVC ModelMg 
2/17/2011 

Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

PMP-3 
PMP-2 
3-120 
3-1 16 
PMP4 
3-117 

3-55 

R- 1 
PMP-1 
T-2 
T-3 
1-124 
PMPB 
3-125 
PMP-5 

1-88 

1-126 
R-2 
3-125 
1-128 
1-127 

3-127 

T-4 
3-129 
PMP-9 
3-129 
PMP-8 
3-110 
3-130 

HT-3 

3-135 
1-136 
3-136 
3-135 
3-111 
1-303 
3-303 
3-52 

3-143 

3-144 

3-118 
3-120 
3-118 
3-121 
3-121 
3-55 

HT- 1 

PMP-1 
T-2 
3-119 
3-124 
PMP-6 
3-125 
PMP-5 
3-124 

3-126 

3-58 
PMPJ 
3-128 
3-126 
1-128 

HT-2 

1-129 
PMP-9 
3-1 10 
PMP-8 
3-110 
3-130 
3-111 

3-130 

3-136 
1-137 
3-138 
3-140 
3-303 
3-135 
3-142 
3-143 

3-144 

1-40 

8.65 
9.75 
9.19 
8.34 
8.57 

10.66 

16.10 

15.86 
43.77 
16.34 
38.87 
32.00 
10.40 
28.05 
14.02 

163.27 

926.34 
10.69 
22.08 
49.06 
10.76 

21.87 

13.66 
13.78 
5.87 
5.69 

14.20 
10.13 

244.87 

18.66 

496.25 
186.52 
488.52 
396.99 
391.81 

25.67 
969.30 
167.11 
1 , 2 3 8.8 

9 
267.24 

Hazen- 
Nilliams 
C 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 

130.0 
130.0 

130.0 
130.0 

130.0 

130.0 
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(N/A) 
(N/N 
(N/N 
(N/W 
(N/N 
(N/A) 

(N/N 
(N/N 
(N/A) 

(N/N 
(N/N 

104,741 

-1 

1 
2 

3 12,907 
184,224 

0 
-1 

497,130 
497,131 

497,132 
365,664 

(N/Al 
(N/N 

365,664 
365,664 
365,664 
130,350 

235,314 
18,843 
5,653 
5,653 
7,537 

32,033 

5,652 
87,874 

78,347 

67,55C 

26,380 

Velocity 
( f t /s)  

(N/N 
(N/N 
(N/N 
(N/N 
(N/N 
(N/N 

7.18 

(N/N 
(N/N 
(N/A) 

(N/A) 
(N/N 

0.00 

0.00 
0.00 

5.55 

3.27 
0.00 
0.00 
3.92 
3.92 

8.81 

1.62 
(N/A) 
(N/A) 
1.62 
2.88 
2.88 
1.03 

4.17 

0.33 
0.10 
0.40 
0.53 
0.57 
0.47 
0.10 
1.56 

1.39 

1.20 

(N/A) 
(N/N 
(N/N 
(N/A) 
(N/N 
(N/N 

50.95 

(N/N 
(N/N 
(N/N 

(N/N 
(N/N 

0.00 

0.00 
0.00 

31.64 

11.86 
0.00 
0.00 

10.35 
10.34 

74.57 

1.44 
(N/A) 
(N/N 
1.44 
5.86 
5.86 
0-87 

18.66 

0.17 
0.02 
0.55 
0.93 
0.46 
0.32 
0.02 
3.01 

2.43 

1.85 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

Global Water Resources 
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Label 

P-240 
P-241 
P-242 
P-243 
P-244 
P-245 
P-246 
P-247 
P-248 
P-249 
P-250 
P-251 
P-252 
P-253 
P-254 
P-255 
P-256 
P-257 
P-258 
P-259 
P-260 
P-261 
P-262 
P-263 
P-264 
P-265 
P-266 
P-267 
P-268 
P-269 
P-270 
P-271 
P-272 

P-273 

P-274 

P-275 

P-276 

P-277 

P-278 
P-279 

Dia. 
(in) 

6.0 
6 .O 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 
4.0 
4.0 

6.0 

6.0 

6.0 

4.0 

4.0 

6.Q 

6.0 

6.0 
6.0 

Willow Valley Water Company 
Active Scenario: PHD 

FIexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

1-47 
3-145 
3-145 
3-38 
3-147 
1-32 
1-148 
1-31 
1-149 
1-37 
1-150 
1-30 
1-151 
1-9 
1-152 
1-8 
1-153 
1-7 
1-154 
1-6 
1-155 
3-5 
3-156 
1-4 
3-157 
3-3 
1-158 
1-2 
3-159 
3-1  
3-161 
1-81 
1-162 

1-62 

1-163 

1-91 

1-308 

1-91 

1-165 
1-77 

Start Node 

1-145 
I 4 9  
1-146 
3-147 
1-33 
3-148 
3-3 1 
1-149 
1-32 
1-150 
1-34 
1-151 
1-10 
3-152 
1-29 
3-153 
1-28 
3-154 
1-27 
3-155 
1-26 
1-156 
1-25 
1-157 
1-24 
3-158 
1-23 
3-159 
1-22 
1-161 
3-21 
1-162 
3-59 

1-163 

1-60 

1-308 

1-61 

1-165 

1-92 
1-166 

111.48 
290.45 
206.88 
577.51 
698.61 
801.29 
754.97 
770.29 
992.50 
469.08 
473.99 
503.81 
392.35 
518.48 
515.25 
489.90 
492.05 
466.51 
465.56 
455.17 
428.85 
425.62 
409.33 
389.51 
394.94 
353.10 
378.79 
321.08 
362.87 
301.11 
350.93 
807.09 
749.02 
1,078.9 

9 
1,316.8 

9 
1,255.2 

5 
999.58 
1,434.9 

7 
891.80 
251.41 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 

130.0 

130.0 
130.0 

Flow 

-26,139 
-28,680 

2,540 
-28,580 
-57,161 
51,285 
25,246 

-29,846 
-43,184 
-56,723 
-75,777 
34,856 
21,518 
-6,735 

-23,248 
-5,490 

-22,638 
-8,137 

-23,380 
-16,762 
-31,369 

8,993 
-5,615 
18,318 
5,615 

-9,246 
-21,949 

1,866 
-9,566 
19,600 
11,343 
31,056 
6,921 

-16,849 

-52,416 

39,654 

1,547 

33,495 

16,982 
51,199 

Velocity Headloss Zone 
(WS) Gradient 

:ft/1oooft 
1 

0.21 
0.23 
0.05 
0.51 
1.01 
0.91 
0.45 
0.53 
0.77 
1.01 
1.34 
0.62 
0.38 
0.12 
0.41 
0.10 
0.40 
0.14 
0.41 
0.30 
0.56 
0.16 
0.10 
0.32 
0.10 
0.16 
0.39 
0.03 
0.17 
0.35 
0.20 
0.55 
0.12 

0.12 

0.41 

0.31 

0.01 

0.2€ 

0.12 
0.4C 

0.04 
0.05 
0.00 
0.38 
1.36 
1.11 
0.30 
0.41 
0.81 
1.34 
2.29 
0.54 
0.22 
0.03 
0.26 
0.02 
0.24 
0.04 
0.26 
0.14 
0.45 
0.04 
0.02 
0.17 
0.02 
0.05 
0.23 
0.00 
0.05 
0.19 
0.07 
0.44 
0.03 

0.02 

0.16 

0.10 

0.00 

0.07 

0.02 
0.15 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 

<None> 

<None> 
<None> 

WVWC Model.wtg 
2/17/2011 
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Label 

P-280 
P-281 

P-282 

P-283 

P-284 
P-285 
P-286 
P-287 
P-288 
P-289 
P-290 
P-291 
P-292 
P-293 
P-294 
P-295 

P-296 

P-297 

P-298 

P-299 

P-300 
P-301 
P-302 

P-303 

P-304 
P-305 
P-306 
P-307 
P-308 
P-309 
P-310 
P-3 11 
P-312 
P-313 
P-314 
P-315 
P-317 
P-318 

Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Pipe Report (VWWC Modelmtg) 

Current Time: 0.000 hours 

6.0 
6.0 

6.0 

6.0 

4.0 
4.0 
4.0 
4.0 
4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 

4.0 

4.0 

4.0 

8.0 
10.0 
10.0 

10.0 

10.0 
10.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 
8.0 

4.0 

3-166 
1-69 

3-167 

3-166 

3-69 
1-168 
1-68 
3-169 
1-76 
1-170 
1-302 
3-171 
1-72 
1-172 
1-63 
1-173 

3-73 

3-174 

1-103 

1-175 

T-5 
3-176 
3-177 

1-178 

3-179 
3-180 
3-181 
1-182 
3-183 
3-184 
3-184 
3-186 
3-183 
3-188 
3-189 
J-189 
3-191 
3-192 

3-302 
3-167 

T-4 

3-167 

1-168 
3-70 
1-169 
1-76 
1-170 
1-67 
3-171 
1-66 
3-172 
3-64 
3-173 
3-65 

3-174 

3-74 

3-175 

3-104 

T-2 
3-177 
3-178 

3-179 

3-180 
3-181 
3-182 
3-183 
3-184 
J-185 
3-186 
3-187 
3-188 
3-189 
1-190 
3-191 
3-192 
3-188 

104.34 
144.82 

4,186.9 
1 

1,158.6 
3 

437.71 
521.41 
381.96 
412.73 
560.28 
327.96 
678.41 
652.55 
751.63 
739.38 
887.70 
881.57 
1,019.0 

1 
1,010.1 

7 
1,629.4 

4 
1,630.0 

8 
673.90 
38.97 

487.41 
1,731.8 

5 
973.24 
976.07 
205.59 
740.53 
265.13 
217.36 
577.62 
795.82 
260.74 
288.84 
167.37 
333.63 
251.02 
312.01 

130.0 
130.0 

130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 

130.0 

130.0 

130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

Flow 
(9Pd) 

39,766 
0 

0 

10,163 

-2,351 
-15,053 

-448 
-9,975 
7,761 
-496 

19,497 
-3,367 
18,247 
-4,617 
21,891 
-6,054 

39,046 

23,168 

5,914 

-2,977 

(N/N 
125,474 
125,474 

65,447 

39,536 
11,167 
11,167 
6,457 

369 
3,137 

-10,385 
(N/A) 

-1,979 
196 

3,137 
-7,422 

7,552 
1,378 

ne 

0.31 
0.00 

0.00 

0.08 

0.04 
0.27 
0.01 
0.18 
0.14 
0.01 
0.35 
0.06 
0.32 
0.08 
0.39 
0.11 

0.69 

0.41 

0.10 

0.05 

(N/N 
0.36 
0.36 

0.19 

0.11 
0.03 
0.05 
0.03 
0.00 
0.01 
0.05 

0.01 
0.00 
0.01 
0.03 
0.01 
0.03 

(N/A) 

J 
0.10 
0.00 

0.00 

0.01 

0.00 
0.11 
0.00 
0.05 
0.03 
0.00 
0.19 
0.01 
0.16 
0.01 
0.23 
0.02 

0.67 

0.25 

0.02 

0.01 

(N/N 
0.07 
0.07 

0.02 

0.01 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

(N/N 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

<None> 
<None> 

<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 

<None> 

<None> 

<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

W C  Model.wtg 
211 7l2011 
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Label 

P-319 
P-320 
P-321 
P-322 
P-325 
P-326 
P-327 

P-328 

P-329 
P-330 
P-331 
P-332 
P-334 

P-335 

P-336 
P-337 

P-339 
P-340 
P-341 
P-342 
P-343 
P-344 
P-346 
P-350 
P-351 
P-352 
P-353 
P-354 
P-355 
P-356 
P-358 
P-359 
P-360 
P-361 
P-363 
P-364 
P-366 

P-338 

P-368 
P-370 
P-372 

Dia. 
(in) 

8.0 

8.0 
8.0 
8.0 

8.0 

8.0 
8.0 

8.0 

8.0 

8.0 

8.0 

8.0 

8.0 

8.6 

6.0 
6.0 
6.0 
6.0 
8.0 
8.0 

8.0 
8.0 

6.0 
8.0 
8.0 
8.0 
4.0 
4.0 
6.0 
6.0 
6.0 
4.0 
4.0 
4.0 
4.0 
4.0 

12.0 

8.0 
4.0 

8.0 

8.0 

WVWC Model.wtg 
2/17/2011 

1-192 
1-193 
3-191 
1-194 
1-193 
1-196 
1-197 

3-305 

1-305 
3-199 
3-200 
3-200 
3-202 

3-202 

3-204 
3-205 
3-197 
3-196 
1-179 
3-306 
3-182 
1-209 
R-3 
PMP-10 
3-212 
1-213 
3-214 
PMP-CD4 
3-211 
3-215 
3-216 
3-213 
PMP-CD3 
1-212 
PMP-CD2 
PMP-CD1 
R-4 
3-210 
3-218 
3-218 
3-219 

Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

1-193 
3-186 
1-194 
3-180 
3-196 
3-197 
3-305 

1-186 

3-199 
3-200 
1-178 
1-304 
3-180 

3-203 

3-199 
3-197 
1-206 
1-207 
3-306 
3-202 
3-209 
3-194 
PMP-IO 
1-210 
3-213 
1-214 
PMP-CD4 
1-211 
1-215 
3-216 
1-217 
PMP-CD3 
J-215 
PMP-CD2 
1-216 
3-217 
PMP-CW1 
3-218 
3-217 
3-219 
1-214 

337.70 
260.53 
228.52 
177.54 
412.01 
255.05 
911.31 
1,018.5 

3 
281.64 
411.02 

369.86 
307.43 
1,667.9 

5 
252.77 
202.12 
261.32 
149.99 
608.72 
642.23 
423.45 
414.14 

297.73 

1.65 
2.64 
2.69 
1.77 

1.61 
2.25 
2.81 
2.22 
2.43 
2.41 

1o.oc 
6.45 
5.95 

97.35 
6.9E 

158.43 

34.84 

1.48 

1.85 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
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-10,207 
-4,907 

-10,593 

-6,645 
-10,229 
-23,225 

22,910 

-47,928 

-17,982 

-53,753 

5,377 
-10,387 

20,165 

-60,027 

-3,137 
-2,689 
2,689 
1,792 

25,911 
12,467 
3,366 

-6,493 
(N/A) 
(N/N 

0 
0 

(N/N 
(N/A) 
(N/A) 
(N/A) 
(N/A) 
(N/Al 
(N/A) 
(N/A) 
(N/A) 

-1 
720,174 
720,18C 

(N/Al 
720,iac 

1 

Velocity 
(WS) 

0.05 
0.02 
0.05 
0.08 
0.03 
0.05 
0.10 

0.10 

0.21 
0.24 
0.27 
0.02 
0.05 

0.09 

0.02 
0.02 
0.02 
0.01 
0.11 
0.06 
0.01 
0.03 

(N/N 
(N/N 
0.00 
0.00 

(N/N 
(N/A) 
(N/N 
(N/N 
(N/A) 
(N/N 
(N/N 
(N/N 
(N/A) 
0.00 
1.42 
3.19 

12.77 
0.00 

(N/4 

0.00 
0.00 
0.00 
0.01 
0.00 
0.00 
0.01 

0.01 

0.03 
0.04 
0.05 
0.00 
0.00 

0.01 

0.00 
0.00 
0.00 
0.00 
0.01 
0.00 
0.00 
0.00 

(N/N 
(N/N 
0.00 
0.00 

(N/N 
(N/N 
(N/N 
(N/N 
(N/N 
(N/A) 
(N/N 
(N/N 
( N/A) 
0.00 
0.70 
5.06 

148.13 
0.00 

(N/A) 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
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Label Dia. 
(in) 

P-373 

P-374 
P-375 
P-376 
P-377 
P-381 
P-382 
P-384 
P-385 
P-386 
P-387 
P-394 
P-395 
P-396 

8.0 

8.0 
10.0 
8.0 
4.0 
6.0 
6.0 
6.0 
6.6 

12.0 
12.0 
6.0 
6.0 
6.0 

W C  ModelMg 
2/17/2011 

5.06 

0.00 
0.07 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.70 
0.69 
0.41 
0.00 
0.41 

Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Pipe Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Start Node Stop Node Length Hazen- Flow Velocity Headloss Zone 
(ft) Williams (gpd) (R/s) Gradient 

<None> 

<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 
<None> 

T-6 

1-217 
HT-4 
1-212 
1-220 
PMP-7 
3-222 
3-222 
PSV-1 
PMP-CW1 
PSV-2 
3-111 
3-230 
3-105 13-230 

3-219 

HT-4 
3-176 
3-220 
PMP-CD1 
3-222 
3-127 
PSV-1 
T-3 
PSV-2 
3-210 
1-230 
3-109 

419.65 

9.35 

17.07 
36.19 

1.74 
2.28 

60.00 
10.38 
15.27 

109.21 
63.00 
0.97 

892.79 
656.24 

C 

130.0 

130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 
130.0 

720,179 
-1 

125,474 
-1 
-1 
0 
0 
0 
0 

720,174 
720,180 
87,O 1 1 

0 

3.19 

0.00 
0.36 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
1.42 
1.42 
0.69 
0.00 

-87,011 I 0.69 
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Willow Valley Water Company 
Active Scenario: PHD 

Hydropneumatic Tank FlexTable: Hydropnuematic Tank (WVWC Model.wtg) 

Current Time: 0.000 hours 

HT-2 
HT-3 
HT-4 

612.00 5,216.0 56.7 2,000.0 
645.00 13,985.0 72.3 2,030.0 
599.00 5,814.0 54.9 2,500.0 

WWVC Model.wtg 
2/17/2011 
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Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Pump Report (WVWC ModeLwtg) 

Current Time: 0.000 hours 

Label Status Flow 
(Calculated) (Total) 

(gpd) 

PMP-1 
PMP-2 
PMP-3 
PMP-4 
PMP-5 
PMP-6 
PMP-7 
PMP-8 
PMP-9 
PMP-10 
PM P-CD 1 
PMP-CD2 
PMP-CD3 
PMP-CD4 
PMP-CW1 

<None> 
<None> 
<None> 
<None> 
Off 
<None> 
Off 
On 
<None> 
<None> 
Off 
<None> 
<None> 
<None> 
bn 

Head Hydraulic Hydraulic 
(Maximum Grade Grade 

0.00 

Pressure Pressure 
(Di 

WWVC Model.wlg 
2/17/2011 
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Willow Valley Water Company 
Active Scenario: PHD 

FlexTable: Reservoir Report (WVWC Model.wtg) 

Current Time: 0,000 hours 

WVWC Model.wtg . 
2/17/2011 
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T-2 
T-3 
T-4 
T-5 
T-6 

W C  Model.wtg 
2/17/2011 

34.20 16.00 (N/N (N/N 487.00 (N/N 
34.00 24.00 150,095.80 22.10 479.00 501.10 

34.00 16.00 (N/N (N/N 487.00 (N/N 
20.00 20.00 44,650.31 19.00 476.05 495.05 

45.00 16.50 59,483.76 5.00 480.00 485.00 
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Willow Valley Water Company 
Water System Master Plan i? Preliminary Engineering Report 

Appendix B - Extended Period Simulation 
Model Results 

February 2011 
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Willow Valley Water Company 
Water System Master Plan & Preliminary Engineering Report 

Appendix C I Detailed 20-year CIP Plan 
Calculations 

February 2011 
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Company: Decision No.: 
Global Water - Santa Cruz Water Company 
Global Water - Palo Verde Utilities Company 
Valencia Water Company -Town Division, 
Valencia Water Company - Greater Buckeye Division, 
Water Utility of Greater Tonopah, 
Water Utility of Northern Scottsdale 
Willow Valley Water Company 

Phone: 623-518-4000 Effective Date: 

TERMS AND CONDITIONS OF SERVICE TARIFF 

1.0 Applicability. This Terms and Conditions of Service Tariff applies to all services 
provided by the Company. 

2.0 Adoption of Rules. For potable water service, the Company adopts the Rules of 
the Arizona Corporation Commission for water service (A.A.C. R14-2-401 to 
R14-2-410), as supplemented by this Tariff. For wastewater service, the 
Company adopts the Rules of the Arizona Corporation Commission for 
wastewater service (A.A.C. R14-2-601 to R14-2-610), as supplemented by this 
Tariff. 

3.0 Special provisions for recycled water service. “Non-potable water service” 
includes recycled water service (also known as reclaimed water service) as well as 
any other non-potable water provided by the Company (such as untreated 
groundwater). The following provisions apply to non-potable water service. 

3.1 Establishment of service. Establishment of non-potable water service 
will be in accordance with A.A.C. R14-2-403. 

3.2 Customer information. The Company wilI provide the information to 
non-potable water customers as required in R14-2-404. 

3.3 . Main extensions. Main extensions for non-potable water service will be 
subject to the requirements of A.A.C. R14-2-606. 

3.4 Provision of Service. Non-potable water service will be subject to the 
requirements of A.A.C. R14-2-407, except that R14-2-407(E), Minimum 
Deliver Pressure shall not apply, because non-potable water is a 
unpressurized service. 

3.5 - Meter reading. Meter reading for non-potable water service will be 
subject to the requirements of A.A.C. R14-2-408. 

3.6 Billing. Billing and collection for non-potable water service will be 
subject to the requirements of A.A.C. R14-2-608. 



Company: 
Global Water - Santa Cruz Water Company 
Global Water - Palo Verde Utilities Company 
Valencia Water Company -Town Division, 
Valencia Water Company - Greater Buckeye Division, 
Water Utility of Greater Tonopah, 
Water Utility of Northern Scottsdale 
Willow VaIley Water Company 

Phone: 623-518-4000 

Decision No.: 

Effective Date: 

TERMS AND CONDITIONS OF SERVICE TARIFF 

3.7 ” Termination of service. Termination of service for non-potable water 
service will be subject to the requirements of A.A.C. R14-2-609. 

4.0 Electronic Billing. Electronic Billing is an optional billing service whereby 
Customers may elect to receive, view, and pay their bills electronically. The 
Company may modify its Electronic Billing services from time to time. A 
Customer electing an electronic billing service may receive an electronic bill in 
lieu of a paper bill. Customers electing an electronic billing service may be 
required to complete additional forms and agreements. Electronic Billing may be 
discontinued at any time by the Company or the Customer. An Electronic Bill 
will be considered rendered at the time it is electronically sent to the Customer. 
Failure to receive bills or notices which have been properly sent by an Electronic 
Billing system does not prevent these bills from becoming delinquent and does 
not relieve the Customer of the Customer’s obligations therein. Any notices 
which the Company is required to send to a Customer who has elected an 
Electronic Billing service may be sent by electronic means at the option of the 
Company. Except as otherwise provided in this section, all other provisions of the 
Company’s tariffs and the Commission’s Rules and Regulations are applicable to 
Electronic Billing. The Customer must provide the Company with a current email 
address for electronic bill delivery. If the Electronic Bill is electronically sent to 
the Customer at the email address that Customer provided to the Company, then 
the Electronic Bill will be considered properly sent. Further, the Customer will be 
responsible for updating the Company with any changes to this email address. 
Failure to do so will not excuse the Customer from timely paying the Company 
for utility service. 

5.0 Liability. 

5.1 Water pressure. The Company will supply only such water at such 
pressures as may be available from time to time as a result of the normal 
operation of its water system. The Company does not guarantee a specific 
water pressure or gallons per minute flow rate at any public fire hydrant or 
private fire service. In the event service is interrupted or irregular or 
defective or fails from causes beyond the Company’s control or through 

. 
. 



Company: 
Global Wafer - Santa Cruz Water Company 
Global Water - Palo Verde Utilities Company 
Valencia Water Company -Town Division, 
Valencia Water Company - Greater Buckeye Division, 
Water Utility of Greater Tonopah, 
Water Utility of Northern Scottsdale 
Willow Valley Water Company 

Decision No.: 

Phone: 623-518-4000 Effective Date: 

TERMS AND CONDITIONS OF SERVICE TARIFF 

ordinary negligence of its employees or agents, the Company will not be 
liable for any injuries or damages arising therefrom. 

5.2 . Limitation of Company responsibility. The Company does not assume 
the responsibility of inspecting or maintaining any customer’s piping or 
apparatus and will not be responsible therefor; however, the Company 
reserves the right to refuse water service unless the customer’s piping or 
apparatus is installed in such manner as to prevent cross connections or 
backflow into the Company’s system in compliance with the Company’s 
tariffs as approved by the Commission. 

5.3 * Third party claims. Company will not be responsible for any third-party 
claims against Company that arise from Customer’s use of Company’s 
utility service. 

5.4 Indemnity. Customer will indemniijr, defend and hold harmless the 
Company (including the costs of reasonable attorney’s fees) against all 
claims (including, without limitation, claims for damages to any business 
or property, or injury to, or death of, any person) arising out of any act or 
omission of the Customer, or the Customer’s agents, in connection with 
the Company’s service or facilities. 

5.5 Limitation of damages. The liability of the Company for damages of any 
nature arising from errors, mistakes, omissions, interruptions, or delays of 
the Company, its agents, servants, or employees, in the course of 
establishing, furnishing, rearranging, moving, terminating, or changing the 
service or facilities or equipment shall not exceed an amount equal to the 
charges applicable under the Company’s tariff (calculated on a 
proportionate basis where appropriate) to the period during which the 
error, mistake, omission, interruption or delay occurs. 

5.6 Incidental, indirect, special, or consequential damages. In no event 
will the Company be liable for any incidental, indirect, special, or 
consequential damages (including lost revenue or profits) of any kind 
whatsoever regardless of the cause or foreseeability thereof. . 



Company : Decision No.: 
Global Water - Santa Cruz Water Company 
Global Water - Palo Verde Utilities Company 
Valencia Water Company -Town Division, 
Valencia Water Company - Greater Buckeye Division, 
Water Utility of Greater Tonopah, 
Water Utility of Northern Scottsdale 
Willow Valley Water Company 

Phone: 623-518-4000 Effective Date: 

' TERMS AND CONDITIONS OF SERVICE TARIFF 

5.7 Interference with Company facilities. The Company will not be 
responsible in an occasion for any loss or damage caused by the 
negligence or wrongful act of the Customer or any of his agents, 
employees or licensees in installing, maintaining, using, operating or 
interfering with any Company facilities. 
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lN THE MATTER OF THE APPLICATION OF 

COMPANY FOR THE ESTABLISHMENT OF JUST AND 
REASONABLE RATES AND CHARGES FOR UTILITY 
SERVICE DESIGNED TO REALIZE A REASONABLE 
RATE OF RETURN ON THE FAIR VALUE OF ITS 
PROPERTY THROUGHOUT THE STATE OF ARIZONA 
N THE MATTER OF THE APPLICATION OF 

BUCKEYE DIVISION FOR THE ESTABLISHMENT OF 
JUST AND REASONABLE RATES AND CHARGES FOR 
UTILITY SERVICE DESIGNED TO REALIZE A 
REASONABLE RATE OF RETURN ON THE FAIR 
VALUE OF ITS PROPERTY THROUGHOUT THE 
STATE OF ARIZONA 
[N THE MATTER OF THE APPLICATION OF 
WILLOW VALLEY WATER CO. FOR THE 
ESTABLISHMENT OF JUST AND REASONABLE 
RATES AND CHARGES FOR UTILITY SERVICE 
DESIGNED TO REALIZE A REASONABLE RATE OF 
RETURN ON THE FAIR VALUE OF ITS PROPERTY 

GLOBAL WATER - PAL0 VERDE UTILITIES 

VALENCIA WATER COMPANY - GREATER 

THROUGHOUT THE STATE OF ARIZONA 
IN THE MATTER OF THE APPLICATION OF 
GLOBAL WATER - SANTA CRUZ WATER COMPANY 
FOR THE ESTABLISHMENT OF JUST AND 
REASONABLE RATES AND CHARGES FOR UTILITY 
SERVICE DESIGNED TO REALIZE A REASONABLE 
RATE OF RETURN ON THE FAIR VALUE OF ITS 
PROPERTY THROUGHOUT THE STATE OF ARIZONA 
IN THE MATTER OF THE APPLICATION OF 
WATER UTILITY OF GREATER TONOPAH FOR 
THE ESTABLISHMENT OF JUST AND REASONABLE 
RATES AND CHARGES FOR UTILITY SERVICE 
DESIGNED TO REALIZE A REASONABLE RATE OF 
RETURN ON THE FAIR VALUE OF ITS PROPERTY 
THROUGHOUT THE STATE OF ARIZONA 

IOCKET NO. SW-20445A-09-0077 

DOCKET NO. W-0245 1 A-09-0078 

IOCKET NO. W-01732A-09-0079 

DOCKET NO. W-20446A-09-0080 

DOCKET NO. W-02450A-09-008 I 

Notice of Filing Compliance 
(Decision No. 71878) 



1 IN THE MATTER OF THE APPLICATION OF 
VALENCIA WATER COMPANY - TOWN DIVISION 
FOR THE ESTABLISHMENT OF JUST AND 
REASONABLE RATES AND CHARGES FOR UTILITY 
SERVICE DESIGNED TO REALIZE A REASONABLE 
RATE OF RETURN ON THE FAIR VALUE OF ITS 
PROPERTY THROUGHOUT THE STATE OF ARIZONA 
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Notice of Filing Compliance 
(Decision No. 71878) 
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Decision No. 71 878 (September 15, 2010) requires Willow Valley Water Company, Valencia 

Water Company - Greater Buckeye and Water Utility Tonopah (collectively the “Global Utilities”), to file 

within 90 days, as a compliance item with the Commission’s Docket Control, a detailed plan 

demonstrating how the various systems will reduce their water loss to less than 10 percent. 

Accordingly, the Global Utilities file their plan for reducing water loss to 10% for the relevant water 

systems. 
4 RESPECTFULLY SUBMITTED this I Lf day of December 20 1 0. 

ROSHKA DEWULF & PATTEN, PLC 

Michael w.yatten 
Timothy J. Sabo 
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, Arizona 85004 

Attorneys for Global Utilities 

Original +13 copies of the foregoing 
filed this !?a day of December 2010, with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, AZ 85007 
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Copies of the foregoing hand-deliveredmailed 
this ! @ day of December 2010, to: 

Lyn A. Farmer, Esq. 
Zhief Administrative Law Judge 
Hearing Division 
4rizona Corporation Commission 
1200 West Washington 
Phoenix, AZ 85007 

lanice Alward, Esq. 
Zhief Counsel, Legal Division 
4rizona Corporation Commission 
1200 West Washington 
Phoenix, A2 85007 

Mr. Steve Olea 
Director, Utilities Division 
4rizona Corporation Commission 
I200 West Washington 
?hoenix, AZ 85007 

3rian Bozzo 
2ompliance Enforcement Manager 
Jtilities Division 
4rizona Corporation Commission 
1200 West Washington 
?hoenix, AZ 85007 

Daniel W. Pozefsky, Esq. 
Chief Counsel, 
Residential Utility Consumer OEce 
1 1 10 West Washington Street, Suite 220 
Phoenix, AZ 85007 

2 

Greg Patterson, Esq. 
WUAA 
916 W. Adams-3 
Phoenix, AZ 85007 

Garry D. Hays, Esq. 
Law Offices of Garry D. Hays, P.C. 
1702 E. Highland Avenue, Suite 3 16 
Phoenix, AZ 8501 6 

Court S. Rich, Esq. 
Rose Law Group, pc 
6613 N. Scottsdale Road, Suite 220 
Scottsdale, A 2  85250 

Rick Fernandez 
25849 W. Burgess Lane 
Buckeye, AZ 85326 



Water Loss Compliance Report 
Docket No. W-20445A-09-0077 et ai; Decision No. 71878 

In compliance with the Arizona Corporation Commission's (Commission) Decision No. 71878, Global 
Water (Global) hereby files a plan for reducing water loss to below 10 percent in the following Global 
Utilities' Public Water Systems (PWS): 

Willow Valley Water Company (Willow Valley) . 08-129 Lake Cimarron 
08-040 King Street 

Valencia Water Company -Greater Buckeye Division (Greater Buckeye) 
9 07-195 Sun Valley/Sweetwater I 

07-129 Sweetwater II 

Water Utility of Greater Tonopah (Greater Tonopah) 
8 07-618 Buckeye Ranch 

07-030 Dixie 
8 07-733 West Phoenix Estates #6 

9 07-617Tufte 
8 07-037 Garden City . West Phoenix Estates #1 

The Decision requires that if the Utility finds a reduction of water loss to less than 10 percent is not cost 
effective in a system, it shall file a detailed cost analysis and explanation of this determination. The 
Commission ol'dered that in any event, water loss shall not exceed 15 percent. 

The following is Global's plan to reduce water loss, or unaccounted-for-water, to less than 10 percent 
for each individual PWS. 

Global continues to  believe that the blanket application of a percentage-based water loss metric does 
not fairly represent the actual state of a system, and that other methods for analyzing water loss that 
are more applicable to the specific characteristics of a PWS, such as Gallon Per Hour Per Mile Per inch 
(GPHMI) and Unavoidable Annual Real Losses (UARL), as detailed in the Global's Rebuttal testimony on 
this matter'. 

For the purposes of this plan Global will calculate unaccounted-for-water in the following manner, which 
is an accepted AWWA and industry standard. 

((Volume of Water Supplied - (Volume of Customer Billed Water +Volume of Authorized Usage)) 

.. 
(Volume of Water Supplied) 

Docket No. SW-20445A-09-0077 et al, Rebuttal Testimony of Graham Symmonds, 20 November 2009, pp 23-31. 
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In developing this plan, Global is using a holistic approach that includes: 

Improvements to metering accuracy; 

Implementing leak detection programs. 

Commissioning of audits and inspections; 
Implementing theft prevention programs; and 

OVERVIEW 

On acquisition of the West Maricopa Combine (WMC) utilities2,Global's focus was on ensuring the 
systems were upgraded to  meet compliance with the new arsenic MCL, installation of chlorination 
systems, and rectifying other water quality, compliance, and reliability issues. As a small 
undercapitalized utility, WMC had taken a back-seat to operational efficiency and compliance activities. 
The result was there were numerous issues requiring immediate rectification by Global. 

On completion of that work, Global began to review the systems and infrastructure from the perspective 
of water loss, led by Global's Water Loss Task Force (Task Force). 

Key improvements made include: 

1. Replacement of antiquated meters in Greater Tonopah and Greater Buckeye (2008) 
2. Replacement of antiquated meters in Willow Valley (2010) 

WATER LOSS MITIGATION PLAN 

The Global Water Task Force is  charged with developing and executing a program to reduce 
unaccounted-for-water by focusing on: data and reporting [including documentation of water used for 
flushing and backwash activities); meter accuracy; audits; inspections; theft prevention; and leak 
detection and repair. The Task Force consists of managers, supervisors and certified operators who 
have the experience and expertise to correct water loss issues. In the following sections, we review the 
progress made on these concepts, all of which have been employed for each PWS. 

Data and Reporting Accuracy 

Global employs water accounting as a routine business practice, producing monthly reports to track 
water use for each Utility. 

WMC consisteb of willow Vatley Water Company, Valencia Water Company (now Valencia Water Company - 
Town Division), Water Utility of Greater Buckeye (now Valencia Water Company - Greater Buckeye Division), 
Water Utility of Greater Tonopah, and Water Utility of Northern Scottsdale. 
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Throughout 2010, Global implemented improved water accounting processes focused on ensuring the 
data is precise. This has been accomplished by leveraging numerous technology platforms Global 
deployed in our Utilities over the past several years. Global monitors the following parameters: . Volume of Water Distributed - generated via facility checks and rounds data (stored in the 

lnframap water management system). This application allows Operators to enter production 
meter reads directly into an electronic system for continuous monitoring and reporting. When 
possible, we take the production meter reads directly from the Supervisory Control and Data 
Acquisition (SCADA) system, which monitors production meters real-time. 
Volume of Water Billed -this data is generated from our automated meter reading (AMR) 
system or through our customer information system. This information is augmented by the 
following automated reports: 

o ’ Exception Reporting - Unusual usage patterns are flagged during routine reporting. 
These accounts are investigated, including field checks as necessary. 

o Zero Usage Reporting - For all active accounts that have zero usage for more than a 
single billing period, we issue a field investigation service order. 
Manual reads and checks- When the AMR systems do not capture a read, it is Global’s 
policy to issue a manual read service order to prevent estimated or zero usage reads. 
AMR Alerts and Reports -The AMR systems themselves indicate many different failure 
or alert conditions. For example, we utilize the Tamper or No Read reports for when the 
radio modules do not receive a read from the meter. This error results in an immediate 
field investigation service order. 

Authorized Usage -this represents primarily internal Utility usage. These volumes are captured 
within our Cityworks work order management system. 

. 

o 

o 

. 
These automated systems are combined to create a monthly Water Balance for each PWS. The result of 
this effort is more accurate, meaningful and actionable data available a t  exact intervals. This will also 
assist us in determining the effectiveness of the actions described in the following sections. 

Metering Accuracy 

As discussed, all PWS referenced in this report have new customer point-of-sale meters. The new 
meters comply with all performance and material standards per AWWA standard C701, and were tested 
and certified by the manufacturer prior to delivery. Global will implement a meter testing program at 
the appropriate times for the new meters as they begin to age, in accordance with industry standards 
for meter size and type, 

It is very important that the Utility‘s production meters also remain accurate. Each production meter is 
scheduled for testing, repair and calibration, or replacement in 2011. This program of continuous 
maintenance will continue annually. 
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Audits 

As part of the mitigation plan and due to some usage inconsistencies for several large diameter 
commercial customers, we recently executed an audit of certain meter classes including their settings in 
the associated billing systems. During this audit, we identified numerous accounts that had incorrect 
usage multipliers established a t  the date of meter install. These multipliers were off by a factor, and thus 
were only calculating 10 percent of actual usage for these customers. The multipliers have been 
corrected for the accounts identified. 

We will continue to audit all systems, verifying all accounts have the correct metering information, 
including the correct number of dials and the correct multipliers in the AMR and billing systems. 

Inspections 

Operations personnel have physically walked the waterline routes for the Greater Tonopah and Greater 
Buckeye systems, inspecting for visual indications of leaks. A t  all locations where leakage was evident, 
the pipeline has been or will be repaired. 

Operations personnel also visually inspected all plant facilities, including tankage and mechanical piping, 
ensuring there is no on-site water loss. 

Theft Prevention 

Due to the remote location and sparse population, systems in Greater Tonopah and Greater Buckeye are 
prone to water theft. This issue is difficult to eliminate, but while elimination is impossible, control 
becomes necessary. Global is implementing the following measures to control water theft: 

0 

0 

0 

Inspection for illegal taps or bypassed meters during distribution system inspections; 
Removal of all unnecessary access points; and 
Installation of hydrant locks on secluded fire hydrants. 

Leak Detection 

Global Water may choose to employ leak detection, but this would require the procurement of the 
necessary equipment or professional services. If leak detection ultimately becomes necessary to reduce 
water loss to less than 10 percent, Global will complete individual cost-benefit analyses for each PWS. 

IMPACTS OF THE TO-DATE ACTIVITIES FOR EACH PWS 

The following tables indicate the improvements made in reducing water loss when comparing the most 
recent 12 month period, to the 2008 Water Use Data provided during the rate proceeding3. These 
reductions were accomplished by the execution of the mitigation plan as developed by the Water Loss 

See attachment A for an expanded spreadsheet which includes the specific pumped and sold volumes for each 3 

PWS for the periods indicated 
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Task Force. Global has expended significant labor hours for the in-field activities, which resulted in the 
following repair work in 2010, for the indicated geographical locations. 

Willow Valley 

2008 Loss 
23.4% 

2010 Loss Delta (1OOOs) LF of pipe Connections 
12.9% -10.5% 1,585 19,204 13 1 

= Replaced al l  customer meters in 2010. 
14 curb stop valves were replaced as a result of malfunctions and leaks during the meter 
replacement project. 

2008 Loss 
20.2% 

Gallons lost 
2010 Loss Delta (1oooS) LF of pipe Connections 

19.5% -0.7% 20,307 103,294 1484 

= Replaced al l  customer meters in 2010. 
211 curb stop valves were replaced as a result of malfunctions.and leaks during the meter 
replacement project. 
14 service lines were repaired due to leaks located between the service saddle and the water 
main. 
12 main line leaks were repaired4. 

. 

2008 Loss 2010Loss Delta (1OOOs) LFof pipe Connections 

I 12.9% 2.9% -10.0% 335 14,518 95 

Greater Buckeye 

I I I /Gallons lost1 I I 

. . 
Replaced all customer meters in 2008. 
4 main line repairs resulting from system inspections. 
5 service line repairs resulting from service and meter box inspections. 

' Based on the local geological conditions, water does not tend to surface easily in Willow Valley. It is not until a 
considerable leak occurs that it can be identified via typical ground inspections. 
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Gallons lost 
2008 Loss 2010 Loss Delta (1oooS) LF of pipe Connections 

19.005% 2.1% -16.8% 948 107,610 420 

2008 Loss 2010 Loss Delta (1OOOs) LF of pipe Connections 
L 28.9% 3.6% -25.3% 122 17,567 41 

Replaced all customer meters in 2008. 
36 main line repairs resulting from system inspections. 
3 hydrants identified where water theft is evident. We will install hydrant locks. 

= 

2008 Loss 
30.5% 

Greater Tonopah 

2010 Loss Delta (1oooS) LF of pipe Connections 
18.4% -12.1% 351 47,647 30 

Gallons lost 
2008 Loss 2010 Loss Delta (1oooS) LF of pipe Connections 

10,1% 13.9% 3.8% 1,437 47,643 99 

Replaced all customer meters in 2008. 
3 main line repairs resulting from system inspections. 
4 servi.ce line repairs resulting from service and meter box inspections. 
2 hydrants identified where water theft is evident. We will install hydrant locks. 

I I I /Gallons lost] 1 I 

Replaced all customer meters in 2008. 
2 main line repairs resulting from system inspections. 
Repaired leaking storage tank. 
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2008 Loss 
13.6% 

. Replaced all customer meters in 2008. 
1 main line repair resulting from system inspections. 
Discovered and repaired leaking ground storage tank. 
Discovered unmetered hydrant regularly used by local fire department, this usage is now being 
collected. 

Gallons lost 
2010 Loss Delta (1oooS) LF of pipe Connections 

17.6% 4.0% 75 4,937 7 

31.5%1 48) 33,106 I 
. . . 

Replaced all customer meters in 2008. 
Standpipe leak discovered and isolated until repairs can tie completed. 
Isolated unused portions of system. 

CONCLUSION 

Global is committed to implementing best management practices to minimize water loss, and our effort 
to-date has been successful in reducing water loss in almost every PWS, including reducing both systems 
in Greater Buckeye to  well below 10 percent. As many of the listed actions have been implemented 
over 2010, the water loss percentages in the other PWS will continue to decrease throughout 2011. 
Thus, we believe that the continued execution of the comprehensive plan will further reduce 
unaccounted-for-water, ultimately achieving less than or near the 10 percent requirement in all 
systems. 

Global will complete the routine and minor repair and testing activities indentified in the plan. If this 
plan is unsuccessful in achieving a water loss of 10 percent, a significant investment would be required 
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for the replacement of pipeline and plant infrastructure - resulting in significant rate increases for 
customers in smaller communities. 

Based on the negative rate base in GreaterTonopah, such an investment would never be cost effective. 
For Willow Valley, as we have not completed nor fully realized the impacts of the above activities, most 
significantly the recently completed meter replacement project, we cannot yet determine if additional 
investments are necessary or would be cost effective to achieve less than 10 percent water loss for 
those PWS. Such cost analysis and explanations will be submitted to the Commission upon that 
determination: It is important to note that Global is  currently completing a Technical Engineering Study 
on the Willow Valley distribution system. This study will serve as the basis for a long-term pipeline 
replacement program. 
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PJR’s Current Working Matters 

1 stGlobal.Biedes (JennifedJoyce) 
Tentative Mediation date 10/3 1/13 
Arbitration Dates: 02/10/14 - 02/14/14 

BrownL.Chasson 
(Lewis Brown and Eric Brown) 

ER Financial.ACC (TidKatie) 

Fierra.BVAA 

Foothill.FINRA 

1ves.Planning and Johnson litigation (TidKatie) 

Mellberg.ACC 

Mellberg.Advanced (TidKatie) 

Michaelis.Wright 

Nickel.Phillips 

PB.Henrichs (Tim) 

PB.Russell.Brunt (Joyce) 

PMI (Tim) 

Rommel. W ellsF argo (Jennifer) 

Sargent . ACC (Tim) 

S awyer.Felix (Paul-expert) 
(Attorney Stoops) 
(Trial dates have not been set yet.) 

ScottsdaleCap.FINRA2 

Sonnenschein.PaloVerde (Jennifer) 

Taplin. ACC (Tim) 

UltraElectronics. OAS (TidISatie) 
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THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 
SARY PIERCE. Chairman ~ 

BOB STUMP 
SANDRA D. KENNEDY 
PAUL NEWMAN 
BRENDA BURNS 
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I. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Introduction. 

Please state your name and business address. 

My name is Brett Higginbotham. My business address is 2 141 0 North 1 gth Avenue, Suite 

201, Phoenix, Arizona 85027. 

By whom are you employed and what is your position? 

I am employed by Global Water Management, Inc. as Controller. I also serve as the 

Controller of Global Water Resources, Inc. 

Briefly describe your responsibilities a Global Water’s controller. 

I am responsible for managing the company’s accounting and financial reporting 

functions. 

Please describe your qualifications. 

I am a Certified Public Accountant (CPA) licensed in Arizona (#13 105). In 1999, I earned 

a Bachelor of Science and a Master’s Degree in Accountancy from Brigham Young 

University. 

I joined Global as Controller in 2010. Prior to joining Global, I was a senior manager with 

PricewaterhouseCoopers (PwC), a global public accounting firm. There, I was primarily 

responsible for managing financial statement audit engagements for clients such as Amkor 

Technology, 1nc.- one of the world’s largest providers of advanced semiconductor 

assembly and test services. Other former clients include Honeywell, Disney, Raytheon, 

Tekelec, and Digital Theater Systems. I have nearly 10 years of experience with the “Big 

4” accounting firm, having served a diverse set of industries. I have experience in 

technical accounting, revenue recognition, financial statement analysis, financial reporting, 

Sarbanes-Oxley (SOX) internal control policies and procedures, systems implementations, 
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budgeting and cross-functional team management. 

Rate Base Adjustments. 

Please describe Global’s rate base adjustment #1-  Post Test Year Plant. 

Rate base adjustment # 1 represents post-test year plant. The post-test year plant is 

described in Mr. Fleming’s Direct Testimony. He also explains why the post-test year 

plant should be included in rate base. The amount of Post-Test Year Plant of each utility is 

as follows: 

Santa Cruz $306,892 

Palo Verde $818,395 

Valencia - Town Division $672,571 

Valencia - Greater Buckeye Division $ 0 

Water Utility of Greater Tonopah $1 06,782 

Willow Valley $ 80,436 

Northern Scottsdale $ 0 

Please describe Global’s rate base adjustment #2 - ICFA CIAC Imputation on 

Construction- Work-In-Process. 

As a result of Global’s last rate case, funds received under Infrastructure Finance and 

Coordination Agreements (ICFAs) are accounted for as Contributions in Aid of 

Construction (CIAC). CIAC naturally has the effect of decreasing rate base, similar to 

Advances in Aid of Construction (AIAC). In Global’s last rate case, a portion’of the ICFA 

funds were attributed by the Commission toward construction work in process (C WIP). 

The CWIP portion of ICFA funds did not get imputed as a reduction to rate base since the 

CWIP assets were not in service and not included in rate base. Accordingly, rate base 

adjustment #2 represents the portion of ICFA funds recorded as CIAC but attributed to 

CWIP. This adjustment consists of removing the CWIP portion of ICFA CIAC from total 

2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

2 s  

4. 

111. 

Q. 
A. 

CIAC so that the CWIP portion of ICFA CIAC does not reduce rate base. 

This adjustment also contains a corresponding decrease in the deferred tax asset that arose 

as a result of the Company accounting for ICFA funds as CIAC. The deferred tax asset on 

the books, as well as the rate base adjustment amounts to 38.7% (Global’s effective 

income tax rate) of the CIAC amount. Mr. Rowell explains the deferred tax asset in his 

Direct Testimony. 

Please describe Global’s rate base adjustment #3 - ICFA CIAC Imputation on Plant 

in Service. 

Similar to rate base adjustment #2 above, rate base adjustment #3 also relates to ICFA 

funds recorded in Global’s books as CIAC. Rate base adjustment #3 represents the amount 

for ICFA CIAC attributed to plant in service pursuant to the decision of Global’s last rate 

case. As discussed Mr. Walker’s Direct Testimony, Global requests that no ICFA finds be 

imputed as a reduction to rate base. Accordingly, this adjustment effectively eliminates the 

ICFA CIAC that would otherwise result in an imputed reduction to rate base. 

This adjustment also contains a corresponding decrease in the deferred tax asset that arose 

as a result of the Company accounting for ICFA funds as CIAC. The deferred {ax asset on 

the books, as well as the rate base adjustment amounts to 38.7% (Global’s effective 

income tax rate) of the CIAC amount. As noted above, Mr. Rowell addresses the deferred 

tax asset in his Direct Testimony. 

Income Statement Adiustments. 

Please describe Global’s income statement adjustment # 1 - 2008 Rate Case Costs 

In Global’s last rate case, the Commission decided that Global could recover the 

requested $400,000 of costs which the Company incurred related to that rate case. This 
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$400,000 is being amortized over a three year period. Accordingly, approximately 

$133,333 was recorded as expense during the 201 1 test year on the books of the Global 

utilities affected by the last rate case (allocated among the utilities in a systematic 

manner). We assume that once the $400,000 is completely amortized, the costs will not 

be recurring on a go-forward basis. 

Accordingly, income statement adjustment # 1  removes these prior rate case costs from 

operating expenses of the utilities. By the time new rates provided by this rate case are 

effective, the $400,000 will have been fully amortized. The amount removed from 

operating expenses of each utility is as follows: 

Santa Cruz ($53,3 3 3) 

($5 3,3 3 3) Palo Verde 

Valencia - Town Division ($18,667) 

Valencia - Greater Buckeye Division 

Water Utility of Greater Tonopah 

($ 1,333) 

($ 1,333) 

Willow Valley ($ 5,333) 

Please describe Global’s income statement adjustment #2 - 2011 Rate Case Costs. 

Similar to income statement adjustment #1, income statement adjustment #2 relates to 

costs Global has and will incur in connection with the filing the current rate case. Such 

costs primarily consist of legal and advisory costs incurred in preparation of this rate 

case. Global currently estimates such costs will approximate $787,174. 

The amount added to operating expenses of each utility is as follows: 

Santa Cruz $105,80 1 

Palo Verde $104,585 

Valencia - Town Division $35,298 
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2. 
4. 

Valencia - Greater Buckeye Division 

Water Utility of Greater Tonopah 

Willow Valley 

Northern Scottsdale 

$ 4,142 

$ 2,140 

$ 9,923 

$ 502 

Global will allocate the rate case costs to its operating utilities proportionally based on 

the number of active service connections, The rate case costs will be amortized as an 

operating expense over a three year period. 

Please describe Global’s income statement adjustment #3 - Low Income Relief Tariff. 

Global’s last rate case provided a mechanism to provide financial support to low income 

rate payers, the Low Income Relief Tariff (the “LIRT”). The LIRT is fhnded equally by 

Global’s shareholders and Global’s customers through a monthly customer surcharge and 

an equal match by Global. The LIRP is capped at $100,000 total annual funding 

(shareholder and customer funds). The initial monthly LIRT surcharge was calculated as 

$0.11 per month, per connection. Collection of the LIRT began in August 201 1 in 

accordance with Decision No. 72440 (June 27,201 1). 

For accounting purposes, Global records the shareholder match as an expense on the 

books of Global’s utilities. However, since the matching funds provided by Global are 

intended to come from shareholders rather than customers, it would not be appropriate for 

Global to recover the match portion through rates. Accordingly, income statement 

adjustment #3 removes the amount of Global’s matching LIRT contributions from 

operating expenses of the Global utilities, The amount removed from operating 

expenses of each utility is as follows: 

Santa Cruz ($8,295) 

Palo Verde ($8,407) 
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Valencia - Town Division ($2,761) 

Valencia - Greater Buckeye Division ($334) 

Water Utility of Greater Tonopah ($ 172) 

Willow Valley ($ 842) 

Please describe Global’s income statement adjustment #4 - Annualize Revenue and 

Expenses for End-of Year Customer Counts. 

Income statement adjustment #4 adjusts revenues and expenses to reflect the number of 

customers served by each utility as of December 3 1, 201 1. The adjustment to revenue is 

the difference between revenues generated by the Test Year bill count, and a pro forma 

bill count that reflects the number of customers served on December 3 1 , 201 1. The 

revenue portion of income statement adjustment #4 for each utility is as follows: 

Santa Cruz ($39,999) 

Palo Verde $222,324 

Valencia - Town Division $ 97,384 

Valencia - Greater Buckeye Division 

Water Utility of Greater Tonopah 

($494) 

($1,3 1 9) 

Willow Valley ($1,974) 

Northern Scottsdale $2,115 

An increase in purchased power and water treatment expense is also calculated based on 

the estimated increase in gallons to be sold resulting from the change in year-end 

customer counts. The expense portion of income statement adjustment #4, related to 

purchased power and water treatment, for each utility is as follows: 

Santa Cruz $ 3,553 

Palo Verde $16,667 

Valencia - Town Division $12,993 

Valencia - Greater Buckeye Division ( $ 5 )  
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Water Utility of Greater Tonopah ($78) 

Willow Valley ($67) 

Northern Scottsdale ($148) 

Please describe Global’s income statement adjustment #5 - Reduction to 2011 

revenue for the unbilled minimum charge earned prior to 2011 but recognized in 

2011. 

In 201 1, we determined that the Global’s accrual for unbilled service fees (classified as 

accrued revenue) was understated as of December 31, 2010. A portion of the monthly 

minimum service fee should have been accrued as of December 3 1, 20 10 on accounts 

serviced but not yet billed for such services. As a result of this finding, Global corrected 

this prior period error in 201 1. Because the correction was recorded in 201 1, additional 

revenues were recorded in Global’s 2011 income statement which related to amounts 

earned prior to 201 1. Accordingly, income statement adjustment #5 consists of reducing 

E01 1 revenue by the amount of revenues earned prior to 201 1. The revenue removed 

through income statement adjustment #5 for each utility is as follows: 

Santa Cruz ($29 1,107) 

Palo Verde ($34 1,676) 

Valencia - Town Division ($ 71,047) 

Valencia - Greater Buckeye Division ($ 13,894) 

Water Utility of Greater Tonopah ($ 5,087) 

Willow Valley ($16,15 1) 

Northern Scottsdale ($ 5,655) 
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2. 

4. 

Q. 

4. 

Q. 

4. 

Q. 

A. 

Please describe Global’s income statement adjustment #6 - purchased power 

adj us trnent. 

This adjustment increases purchased power costs to reflect known and measurable rate 

increases from our power service providers. 

Who are the power service providers for Valencia Water Company, Water Utility of 

Greater Tonopah, and Willow Valley Water Company? 

Arizona Public Service (APS) is the power service provider for Valencia Water Coinpany 

(both divisions), as well as Water Utility of Greater Tonopah. 

Cooperative (MEC) is the power service provider for Willow Valley. 

Mohave Electrical 

Please discuss Global’s proposal to include APS’s rate increase into the rates for 

each of these utilities? 

On May 24, 2012 the Commission issued a decision, Decision No. 73 183, on’APS’s rate 

application. Based on the Commission’s decision, Global Water will inevitably incur 

greater purchased power expenses starting in 2013. This known and measureable rate 

increase could not be captured in the 2011 test year, however Global is proposing to 

adjust the purchased power expense to account for the increased rate that will be 

incurred. 

Please discuss Global’s proposal to include MEC’s anticipated rate increase into the 

rates for each of these utilities? 

In Docket No. E-O1750A-11-0136, the ACC Utilities Division Staff agreed with MEC 

that the recommended revenue increase should be $3.1 million or a 4.02%’. While the 

exact rate increase for Willow Valley is not known at this time, the probability of an 

’ DOCKET NO. E-01750A-I 1-0136, page 2 line 12 
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Q. 

A. 

Q. 
A. 

increase in purchased power costs appears to be high, and therefore an adjustment to the 

purchased power costs should be allowed. 

How much of an increase to purchased power costs is Global Water proposing for 

each utility serviced by APS? 

Below is a summary of the anticipated increased costs on an annual basis from 2013 to 

2016. The “Difference” is the anticipated increase as a result of the recently approved 

rate case. 

2013 2014 2015 2016 
vwc $ 411,216 $ 411,216 $ 411,216 $ 421,226 
WUGB $ 25,206 $ 25,206 $ 25,206 $ 25,206 
WUGT $ 20,455 $ 20,455 $ 20,455 $ 20,455 
Total $ 456,877 $ 456,877 $ 456,877 $ 456,877 

. , . ... ”. .^.. 

2013 2014 2015 2016 
vwc s 435,494 $ 442,579 $ 447,005 $ 451,475 
WUGB $ 26,707 $ 27,129 $ 27,400 $ 27,674 
WUGT $ 21,636 $ 22,014 $ 22,234 $ 22,457 
Total $ 483,837 $ 491,722 $ 496,639 $ 501,606 

Difference $ 26,960 $ 34,845 $ 39,762 $ 44,729 

How did Global calculate the increased cost for the utilities served by APS? 

The rate increases were based on the ACC’s decision dated May 24, 2012, Decision No. 

73 183. Based on this decision, the following rates changes were factored into Global’s 

existing power costs: 

Rates may increase by 6.4% in February of 2013 when the Power Supply Adjustor 

resets; 
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Q. 

A. 

If the Four Corners transaction closes in 2012, there would be a reduction in the PSA 

forward component, resulting in a negative 2.9 percent PSA impact, and the February 

2013 PSA reset would be approximately 3.5 percent instead of 6.4 percent. However, 

since it is unknown if the Four Corners transaction will close Global used an increase 

of 6.4%; 

When the first LFCR adjustment is approved by the Commission, a 0.2 percent 

adjustment to bills would occur on March 1,20 1 32; 

LFCR will have an annual 1 percent year over year adjustment cap based 011 total 

Company revenues’ 

Based on the adjustments identified above, a 6.4% increase was applied to the historical 

rates Global Water has paid effective February 2013. Additionally, a 0.02% increase to 

historical rates was applied effected March 201 3 to account for the LFCR adjustment. 

Lastly, an annual increase of 1% was applied to the historical rates to account for the 

LFCR adjustment cap effective January 20 14. The anticipated purchased power expenses 

without a rate increase were compared to the anticipated purchased power expenses with 

the anticipated rate increase. The difference between these two scenarios is the anticipated 

increased purchased power expense. 

How much of an increase to purchased power costs is Global Water proposing to add 

for Willow Valley as a result of MEC’s rate increase application? 

Below is the estimated annual utility costs based on historical purchased power costs. The 

“No Increase” estimate is based on historical costs. The “4.02% Increase” estimate 

accounts for an increase in purchased power rates of 4.02%. The difference between these 

two estimates is the proposed expense to be added. 

Decision No. 73 183, Page 26 line 11-20. 
Decision No. 73183, page 13 line 18.  
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Q. 
A. 

Q. 

A. 

Q. 

A. 

2013 2014 2015 2016 
No Increase 5 42,933 $ 42,933 $ 42,933 $ 42,933 
4.02% increase $ 44,659 $ 44,659 $ 44,659 $ 44,659 

Difference $ 1,726 $ 1,726 $ 1,726 $ 1,726 

How did Global calculate the increased cost for the utility served by MEC? 

The estimated increase in purchased power costs is based on the Staff Reply Brief in 

Docket No. E-O1750A-11-0136, in which the ACC Staff agrees with MEC that the 

recommended revenue increase for MEC should be 4.02%4. Based on this concurrence, 

Global calculated a 4.02% increase into the historical purchase power cost paid by WVWC 

to MEC. 

How can Global propose an increase to purchased power costs for the WVWC utility 

when the proposed increase to MEC’s rates has not been approved by the ACC? 

Global Water would like to reserve the right to propose an adjustment in rebuttal testimony 

after the ACC issues its order in this case. 

Please describe Global’s income statement adjustment #7 - Remove ICFA CIAC 

Amortization. 

As discussed for rate base adjustment #3 above, ICFA funds are recorded in Global’s 

books as CIAC and were imputed by the Commission in Global’s last rate case as a 

reduction to rate base. To the extent that ICFA CIAC attributed to plant is associated 

with plant in service, the CIAC has been amortized as a reduction to depreciation 

expense. As discussed in Mr. Walker’s Direct Testimony, Global is requesting that no 

ICFA funds be imputed as CIAC. If the Commission agrees, the CIAC imputation would 

be reversed, and thus there would be no ICFA related CIAC to amortize. Accordingly, 

DOCKET E-O1750A-11-0136, StaffReply Brief, Page 2 line 12. 
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income statement adjustment #7 eliminates the amortization recorded during the test year 

for ICFA CIAC. The amortization reduction for each utility is as follows: 

Santa Cruz $274,230 

Palo Verde $366,809 

Water Utility of Greater Tonopah $355,895 

Please describe Global's income statement adjustment #8 - Reclassify "unmeter" 

revenue to "metered". 

Income statement adjustment #8 is a reclassification of revenue between accounts, with 

no net impact on operating income. 

Please describe Global's income statement adjustment #9 - Adjust for depreciation 

of post-test-year plant additions. 

Income Statement adjustment #9 represents the calculated annual depreciation expense on 

post-test year capital expenditures discussed in rate case adjustment #1 above. As 

previously noted, Mr. Fleming's Direct Testimony addresses the post-test year, plant, and 

explains why it should be included in rate base. If the plant is included in rate base, a 

corresponding adjustment to depreciation expense is appropriate to reflect the additional 

plant. Additional depreciation expense added by income statement adjustment #9 for 

each utility is as follows: 

Santa Cruz $15,345 

Palo Verde $40,920 

Valencia - Town Division $33,629 

Water Utility of Greater Tonopah $ 5,339 

Willow Valley $4,022 

12 
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Q. 

4. 

Q. 

4. 

Q. 

A. 

Please describe Global’s income statement adjustment #10 - Adjustment for Final 

Phase of Rate Phase In. 

For Global’s Palo Verde Utility Company, rates established by the company’s last rate 

case are phased in over a three year period, with the final rates going into effect January 

I ,  2012. Income statement adjustment #10 consists of a $1,936,883 pro forma 

adjustment to 201 1 revenues to assume that the final phased in rates were in effect during 

the test year. 

Please describe Global’s income statement adjustment #11- Adjust Bad Debt 

Expense for Pro Forma Adjustments to Test Year Revenues. 

Income statement adjustment # I  1 applies the historical bad debt rates of Global’s utilities 

and calculates bad debt expense that could reasonably be expected based on the pro forma 

adjustments to test year revenues. The adjustment to bad debt expense for each utility is as 

follows: 

Santa Ci-uz 

Palo Verde 

Valencia - Town Division 

Valencia - Greater Buckeye Division 

Water Utility of Greater Tonopah 

Willow Valley 

Northern Scottsdale 

($1,706) 

$11,500 

$ 165 

($ 352) 

($ 147) 

($ 213) 

$ 0  

Please describe Global’s income statement adjustment #12 - Adjust Property Tax 

Expense for Pro Forma Adjustments to Test Year Revenues. 

Because property taxes paid by Global’s utilities are based on the utilities’ operating 

revenues, income statement adjustment #I 2 adjusts property tax expense of Global’s 

utilities that could reasonably be expected based on the pro forma adjustments to test year 

13 
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revenues. The adjustment to property tax expense due to pro forma adjustments to test 

year revenues for each utility is as follows: 

Santa Cruz $165,722 

Palo Verde $552,856 

Valencia - Town Division $1 10,902 

Valencia - Greater Buckeye Division ($7,439) 

Water Utility of Greater Tonopah $3,534 

Willow Valley $1 1,086 

Northern Scottsdale ($ 587) 

Please describe Global’s income statement adjustment #13 - Adjust MOU License 

Fee Expense for Pro Forma Adjustments to Test Year Revenues. 

Global’s Santa Cruz and Palo Verde utilities incur license fees pursuant to a long-term 

Memorandum of Understanding (MOU) with the City of Maricopa, payable to the City. 

Such fees are calculated based on 2% of utility revenues plus a fee of $50 per new 

residential service connection. The 2% of revenues fee was accepted by the Commission 

as recoverable test year expenses in Global’s last rate case. Because the license fees are 

derived based on the utilities’ revenues, income statement adjustment #13 adjusts the 

operating expense of the Santa Cruz and Palo Verde utilities to reflect the increased MOU 

license fees that are be expected based on the pro forma adjustments to test year revenues. 

The adjustment to MOU license fee expense due to pro forma adjustments to test year 

revenues for each utility is as follows: 

Santa Cruz ($6,803) 

Palo Verde 

14 

$37,366 
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Q. 

4. 

Q. 

A. 

Please describe Global’s income statement adjustment #14 - Adjust Income Tax 

Expense for Pro Forma Adjustments to Test Year Revenues. 

Because income taxes paid by Global’s utilities are based on the utilities’ pre-tax operating 

income, income statement adjustment #14 adjusts income tax expense of Global’s utilities 

that could reasonably be expected based on the pro forma adjustments to test year 

revenues. The adjustment to income tax expense due to pro forma adjustments to test year 

revenues for each utility is as follows: 

Santa Cruz ($807,474) 

Palo Verde ($467,692) 

Valencia - Town Division ($ 55,486) 

Valencia - Greater Buckeye Division ($ 16,617) 

Water Utility of Greater Tonopah ($186,238) 

Willow Valley ($ 50,727) 

Northern Scottsdale ($ 1,409) 

Please describe Global’s income statement adjustment #15 - Proposed Revenue 

Increase and Adjust Bad Debt Expense for such Rate Increase. 

Income statement adjustment #15 adjusts proposed revenues based on the revenue 

requirement calculated on Schedule A-1 , The adjustment to proposed revenue for each 

utility is as follows: 

Santa Cruz $2,903,83 1 

Palo Verde $3,556,267 

Valencia - Town Division $ 798,321 

Valencia - Greater Buckeye Division $ 33,505 

Water Utility of Greater Tonopah $676,874 

Willow Valley $473,893 

Northern Scottsdale $ 0  
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Q* 

4. 

Income statement adjustment #15 also applies the historical bad debt rates of Global’s 

utilities and calculates bad debt expense based on the proposed revenue requirement. The 

adjustment to bad debt expense for each utility is as follows: 

Santa Cruz $14,965 

Palo Verde $22,502 

Valencia - Town Division $4,993 

Valencia - Greater Buckeye Division 

Water Utility of Greater Tonopah 

Willow Valley $5,565 

Northern Scottsdale $ 0  

$ 819 

$15,540 

Please describe Global’s income statement adjustment #16 - Adjust MOU License 

Fee Expense based on Praposed Revenue Increase. 

Global’s Santa Cruz and Palo Verde utilities incur license fees pursuant to a long-term 

Memorandum of Understanding (MOU) with the City of Maricopa, payable to the City. 

Such fees are calculated based on 2% of utility revenues plus a fee of $50 per new 

residential service connection. As previously noted, the 2% of revenues fee was accepted 

by the Commission as part of recoverable test year operating expenses in Global’s last rate 

case. Because the license fees are derived the utilities’ revenues, income statement 

adjustment #16 adjusts operating expense of the Santa Cruz and Palo Verde utilities to 

reflect the increased MOU license fees that are expected as a result of the proposed 

increase in revenues. The adjustment to MOU license fee expense for each utility is as 

follows: 

Santa Cruz 

Palo Verde 

16 

$59,663 

$73,111 
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Q. Please describe Global’s income statement adjustment #17 - Adjust Property Tax 

Expense based on Proposed Revenue Increase. 

Because property taxes paid by Global’s utilities are based on the utilities’ operating 

revenues, income statement adjustment #17 adjusts property tax expense to levels that can 

be reasonably expected as a result of the proposed increase in revenues. The adjustment 

io property tax expense for each utility is as follows: 

A. 

Santa Cruz $74,274 

Palo Verde $90,564 

Valencia - Town Division $14,418 

Valencia - Greater Buckeye Division $ 282 

Water Utility of Greater Tonopah $1 1,570 

Willow Valley $ 7,630 

Northern Scottsdale $ 0  

Q. Please describe Global’s income statement adjustment #18 - Adjust Income Tax 

Expense based on Proposed Revenue Increase. 

Because income taxes paid by Global’s utilities were based on the utilities’ pre-tax 

operating income, income statement adjustment #18 adjusts income tax expense to levels 

that can be reasonably expected as a result of the proposed increase in revenues. The 

adjustment to income tax expense for each utility is as follows: 

Santa Cmz $1,063,371 

Palo Verde $1,300,817 

Valencia - Town Division $ 300,651 

Valencia - Greater Buckeye Division $ 12,508 

Water Utility of Greater Tonopah $250,802 

Willow Valley $177,824 

Northern Scottsdale $ 0  

A. 
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0. 

4. 

[V. 

a. 
4. 

Q. 
4. 

Q.  
A. 

Please describe Global’s income statement adjustment #19 - Adjustment for 

Additional Treatment Costs at Willow Valley. 

This adjustment relates to additional water treatment costs to be incurred at Global’s 

Willow Valley utility after the test year. This matter is discussed in detail in Mr. 

Fleming’s Direct Testimony. 

Schedules. 

Please describe the schedules you are sponsoring. 

I am sponsoring all of the Company’s schedules, with the exception of the Cost of Capital 

Schedules (A-3, D-1 to D-4, and H1 to H5), which are sponsored by Mr. Rowell. 

Please describe the “A” schedules (A-1 to A-5). 

Schedule A-1 provides an overview of the rate increase. Schedule A-2 provides a 

Summary of Results of Operations. Schedule A-4 provides Construction Expenditures and 

Gross Utility Plant in Service. Schedule A-5 provides a summary of changes in financial 

position. 

Please describe the rate base schedules (B-1 to B-5). 

Schedule B-1 provides an overview of the original cost rate base. Schedule B-2 provides 

details of the pro-forma adjustments to the original cost rate base. Global did not prepare a 

Reconstruction Cost New (RCN), and accordingly adopts its original cost rate base as its 

fair value rate base for the purposes of this case. Accordingly, there are no RCN schedules 

(B-3 and B-4). Schedule B-5 provides the computation of working capital. In this case, 

Global is not requesting an allowance for working capital. 
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Q. 
A. 

Q. 
4. 

Q. 
A. 

Please describe the income statement schedules (C-1 to C-3). 

Schedule C-1 is the adjusted test year income statement. Schedule C-2 shows each pro- 

forma adjustment to the test year income statement. Schedule C-3 provides the 

computation of the gross revenue conversion factor. 

Please describe the Financial and Statistical Schedules (E-1 to E-9). 

Schedule E- 1 provides comparative balance sheets for the test year and the two previous 

fiscal years. Schedule E-2 provides comparative income statements for the test year and 

the two previous fiscal years. Schedule E-3 provides the comparative statement of changes 

in financial position for the test year and the two previous fiscal years. Schedule E-4 

provides a statement of changes in stockholder’s equity for the test year and the two 

previous fiscal years. Schedule E-5 provides the detail of utility plant for the test year and 

the two previous fiscal years. Schedule E-6 is not relevant. Schedule E-7 provides certain 

key operating statistics for the test year and the two previous fiscal years. Schedule E-8 

provides a schedule showing all significant taxes charged to operations for the test year and 

the two previous fiscal years. Schedule E-9 provides notes to financial statements. 

Please describe Projections and Forecasts Schedules (F-1 to F-4). 

Schedule F-1 provides a schedule showing the income statement for the projected year, 

compared with actual test year results, at present rates and proposed rates. Schedule F-2 

provides a schedule showing projected changes in financial position for the projected year 

as compared with the test year, at present and proposed rates. Schedule F-3 provides a 

schedule showing the projected annual construction requirements, by property, 

classification, for 1 to 3 years subsequent to the test year compared with the test year. 

Schedule F-4 provides documentation of the key assumptions used in preparing the 

forecasts and projections. 
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Q. 
A. 

Q. 
A. 

Please describe the “H” schedules (H-1 to H-5). 

Schedule H-1 provides a summary of revenues at present and proposed rates. Schedule H- 

2 provides the Analysis of Revenues by Detailed Class of Service. Schedule H-3 provides 

the clianges in rate schedules. Schedule H-4 provides the typical bill analysis, while 

Schedule H-5 is the bill count. 

Does this conclude your direct testimony? 

Yes. 

.. 
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I. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

11. 

Q. 
A. 

Introduction. 

Please state your name and business address. 

My name is Ed Borromeo. My business address is 2 14 10 North 1 gth Avenue, Suite 20 1 , 

Phoenix, Arizona 85027. 

By whom are you employed and what is your position? 

I am employed by Global Water Management, LLC as the Vice President of Operations. 

In this role, I oversee all aspects of day-to-day business operations, including executive 

oversight of the regulated utilities, IT operations and development, FATHOM Support 

Operations, FATHOM project deliveries, Human Capital, and Administration. 

Please describe your background and qualifications. 

Prior to my appointment as Vice President of Operations, I served as the General Manager 

of Global’s regulated utilities in Pinal County, Arizona. I oversaw customer service, 

capital projects, and regulatory compliance for the utilities, as well as maintained 

relationships within the municipalities and districts in the region. 

I joined Global Water in 2006 after having served as a commissioned officer in the United 

States Air Force for six years, where I specialized in operations, project management, and 

emergency management. I hold a Bachelor’s Degree in Civil and Environmental 

Engineering from the University of California at Berkeley, and a Master’s Degree in 

Business from Webster University. 

Customer Service Improvements. 

Please discuss Global’s customer service improvements. 

During our last rate case, the Commission held a Public Comment session in Maricopa, 

and it was during this session that our entire management team listened to the 
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overwhelming concerns with our customer service. From that day forward we have set out 

to change that perception and to become the industry leader in customer service. 

Over the course of the last two years we have made significant strides in the various ways 

customers interact with Global Water. We improved our walk-in customer service 

experience and greatly expanded our walk-in hours of operation. We overhauled our call 

center experience; investing over $500,000 in capital to upgrade the systems and 

infrastructure supporting our customers. Finally, we developed and implemented 

“U~YOU”, an online platform that provides customers’ 24/7 support, account activity and 

service information; accessible online through our website or through our smartphone 

applications. 

To maximize the capability of these platforms we have now installed fixed network 

automated meter reading systems in all 3 of our largest water utilities - providing hourly 

read data from each meter to our operations. This data is then presented back to customers 

which enables customers to drive down consumption and catalyzes the entire community 

to focus on water conservation. On every bill a customer sees an analysis of their usage 

and compares it to their own historical use, and online they can see the use of their 

neighbors and their community to benchmark against. This same technology allows us to 

identify anomalies in usage patterns that may indicate leaks, water theft or plumbing 

issues; all of which help the customer make educated decisions curbing water usage. 

We strongly believe putting water management tools in the customer’s hands defines the 

Smart Grid for water, and it is imperative to driving conservation in the arid southwest. 

A. Online Services. 

Our first evolution was to evaluate the means in which our customers interact with Global 

Water. We had received numerous complaints about our website and its inability to 
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provide account management tools for our customers. In response to this feedback we 

developed “U2You7’ an online portal that empowers customers to manage all aspects of 

their account. Also, because Global Water’s main initiative is Total Water Management 

(“TWM”), we knew that our online tools should empower customers to make decisions 

that lead to conservation. 

It is difficult for customers to really achieve conservation without having clear visibility on 

the data to make educated decisions - people want to conserve, but they have no context 

for whether they conserve. Through U2You our customers can compare their usage to 

neighbors, the community and historical data to understand how their conservation efforts 

stack up against others. While comparative data is useful and helpful; it needed to be 

married with current data. Through the implementation of fixed network automatic meter 

reading in our 3 largest water utilities, those customers can see daily, weekly and monthly 

usage on their U2You accounts. This allows customers to better correlate their activity 

with their consumption (and their bill). When a bill shows a month’s worth of use it can 

cover a lot of mistakes. When customers spend the day washing cars and the driveway, 

and see a text or an update on their U2You account that highlights the fact that they used 

400 gallons in one day, people can correlate behavior to consumption - and that leads to 

conservation. 

The platform also provides visibility on the previous 12 months of billing data and the user 

can access copies of actual bills. Signing up for Automatic Payments (“AutoPayyy) and 

paperless billing (“e-bills”) is now streamlined through an online interface - no longer are 

physical documents required. U2You eliminates the need for the paper bill and provides 

easy access to numerous tools that further evolve the customer service experience. 

’ Definition from TWM book 
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B. Mobile Applications. 

To further drive these tools into the hands of our customers, we also developed FATHOM 

Mobile, an iPhone and Android based App that provides customers mobile access to their 

U2You account. These applications are the first of their kind in this sector and enable 

remote accessibility to water consumption, account information and various other 

functionality including bill payment, any time, anywhere. 

Customers will be able to setup automatic notifications that proactively communicate 

anomalous patterns in usage. If usage exceeds a certain threshold, tier, or price point in a 

given day, week or month; customers can opt to receive text messages, emails or app 

notifications on the variances in usage. This information allows consumers to proactively 

manage their account and understand specific behaviors that drive consumption. These 

notifications also provide advanced communication on patterns indicative of leaks, thus 

eliminating the shock one experiences when they open the monthly bill and see a spike in 

usage. 

C. Call Center. 

After redesigning our online platform and adding the mobile applications, we also 

restructured our entire call center operation so that it was completely customer centric. We 

recognized to become an industry leader in customer service; we needed to structure all 

facets of our operation with this goal in mind. We engaged with several consultants to 

recognize any and all shortfalls and weaknesses in our current call center operation. 

To start we identified an entirely new office space for call center operations, and we 

designed this space to mirror some of the most effective call centers in the industry. The 

firniture, the computer systems, the layout; all are conducive to a team environment and 

provide easy access to resources to address customer concerns. Additionally, we 
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reorganized team structures, overhauled our training and quality assurance programs, and 

developed a customer care operational roadmap with the help of industry leading experts. 

While all these improvements are beneficial, the greatest improvement was the upgrade to 

a new telephone solution. This infrastructure upgrade allows our call center cutting edge 

customization that provides top end customer service. 

The new Cisco Call Center Express telephone system provides us information on every 

call that enters our system: we know how long the customer was on hold, what selections 

they made, how many times they have called previously, and whether or not their needs 

were met. 

This information allows us to continually evolve our operations and constantly improve 

upon the level of customer service. For example: 

Customers have the option to ask for a call back, instead of waiting on hold. 

They can receive text messages or email confirmations when they process 

payments through the automated system. 

Customers can use the inbound Integrated Voice Response (“IVR’) system to 

handle the majority of issues they call about, from inquiring on their balance to 

making a payment, to allowing the customer to provide feedback about their 

experience. Most issues can be addressed with IVR, saving customer time and 

improving the service experience. 

In addition to the call center operations, we have improved our Outbound IVR system. 

The Cisco Telephony system proactively contacts customers via phone and text messages 

to notify them of past due bills or pending disconnection orders. This level of 
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communication has drastically reduced overdue accounts receivable for the regulated 

utilities as it enables more effective management of bad debt. 

D. Call Center Operations - Results. 

To provide an accurate analysis of the call center operation, the first quarter of 20 10 and 

the first quarter of 2012 were compared since they represent samples of the same season 

and a two year snap shot of the results due the improvements employed. The uptake of the 

IVR system has increased the percentage of customers who have their needs met without 

the assistance of a call center representative. This not only translates to faster resolution of 

customer issues overall, but it also equates to lower operating costs for the utilities. In the 

first quarter of 2010, 17% of inbound calls employed the automated phone system in 

addressing their needs, and by the first quarter of 2012,38% of the customers use the 

automated system and had their needs addressed more quickly. 
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With regard to call response times, in the first quarter of 2010, 59% of calls were addressed 

n under 60 seconds, while in the first quarter of 2012, 72% of calls were addressed in under 60 
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econds. In addition to these improvements in customer service, the call center handles 50% more 

alls than in the first quarter of 2010. For the regulated utilities, in the first quarter of 2010, 

0,524 calls were handled, while in the first quarter of 2012,30,812 calls were handled. 
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Without the upgrade of these systems and the restructure of the call center, we would not 

be able to realize the improvements in customer service while managing 50% more 

customer interactions. 

E. Technology - Results. 

This technology focus is central to our ongoing goal of becoming the industry leader in 

customer service. These initiatives have been successful - whether measured by the 

uptake rates of our online services, or by the remarkable improvements in key indicators of 

customer and account health. 

In the first quarter of 2010, 8,571 customers used our online platform (37% of customer 

base), based on the initiatives over the last two years, this uptake has increased by 27%. 
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By the first quarter of 2012, 10,892 customers (45% of customer base) use our online 

platform (U2You). 

By providing customers additional ability to manage their accounts, we are not only 

incenting water conservation, but also helping our customers avoid disconnection, pay 

bills more timely, and respond to their questions and concerns more quickly and 

effectively. 

We have witnessed these results in our Accounts Receivable (“AR”), as customers are 

paying their bill more timely based on the many tools to manage their account. There has 

been a significant drop in disconnections; in the first quarter of 2012 the field services 

teams in the regulated utilities executed 88 1 disconnect service orders, while during the 

same time period in 2010 the field services team executed 1,585 disconnect service orders. 

That is a drop of over 44%, which results in reduced operating costs for the regulated 

utilities as well as reduced costs to customers (since they are avoiding the fees and 

inconveniencies associated with disconnection). 

F. 

In support of the Regulated utilities’ water loss mitigation efforts, FATHOM executes 

multiple activities to drive down water loss. Unaccounted for water directly impacts 

revenue for the utility and negatively impacts the customer. Global Water FATHOM 

executes Read Management through the Network Operations Center (“NOC”) to track the 

constant flow of meter related data that is generated by the fixed network AMI systems. 

The NOC is responsible for managing the health of the AMI systems and identifying 

potential anomalies that may be indicative of water loss or water theft. Through daily 

monitoring, the NOC understands and tracks on the communications and volumetric 

measurements of every meter in the system. The NOC generates reports that identify any 

FATHOM’S Contribution to Water Loss Mitigation. 
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anomaly with the metering systems or communication modules, and proactively dispatches 

investigation service orders to field personnel. NOC activities and the Read Management 

system ensure that meter reads are continually occurring and consumption data continues 

to be relayed to the customers. 

If there is a failure of a communication module or register, Read Management identifies 

the failure and ensures a service order is submitted to the field to investigate the issue. 

There are numerous types of exceptions that are addressed through Read Management. 

Consumption Exception - Unusual usage patterns flagged during routine 

reporting. These accounts are investigated, including field checks as necessary. 

Zero Usage Reporting - For all active accounts that have zero usage for more than a 

single billing period, we issue a field investigation service order. 

rn Manual Reads and Checks - When the AMR systems do not capture a read, it is 

Global’s policy to issue a manual read service order to prevent estimated or zero 

usage reads which are ultimately are troublesome for the customer and utility. 

High Consumption Reporting - When an account registers abnormally high water 

consumption the account is investigated and the customer is contacted if a leak is 

suspected. 

Alerts and Reports - The FATHOM Read Management platform and the AMI 

systems themselves indicate many different failure or alert conditions. For 

example, the “Tamper” or “No Read” reports identify when the radio modules do 

not receive a read from the meter. 

The above reporting enables the utilities to identify and investigate accounts that may be 

displaying signs of water theft or water loss. Read Management provides the data on the 

metering system so the utility can be confident that all metering devices are operational 

and accounting for consumption. Instead of waiting one time per month for a customer to 
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111. 

Q* 
A. 

identify a problem with the meter during the illing process, Read Management flags 

potential concerns in advance, and allows the field to resolve the issue prior to a bill ever 

being created and sent to the customer. This streamlines billing operations, reduces 

potential delays to billing cycles and payment periods, and reduces the amount of customer 

service calls by the customers. This adds value for both the utilities and the individual 

customers. 

In addition to driving down water loss, Read Management also provides reporting that 

improves the level of service provided to the individual customer. Customers no longer go 

a month before they gain visibility on their consumption habits: Through Read 

Management, if usage spikes above “normal” for that account type, a service order is 

created to investigate and the customer is contacted about a potential leak. This service 

helps the consumer save money, while also being proactive in identifying an issue that 

would likely cause concern with the utility. 

The NOC and Read Management are paramount to our goal of being the industry leader in 

customer service. Excellence in customer service is not only dependent on the quality of 

the individual interactions, but it also hinges upon the usefulness of the data and the tools 

afforded to the customer. 

FATHOM Cost of Service Analysis. 

How do Global’s regulated utilities pay for the FATHOM services described above? 

The regulated utilities have a contract with FATHOM to provide these services. Our cost 

analysis shows that the FATHOM services are very cost effective. We performed both 

internal and external cost analysis to validate the contractual charges to the regulated 

utilities. 

10 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q. 
A. 

A. 

Please describe your internal cost of service analysis. 

Our regulated utilities receive a greater level of service, account management and support 

structure compared to other Global Water FATHOM clients served. When establishing the 

cost of service charged to these utilities, the same model was applied for our other clients, 

Cost of Service Analysis - Internal. 

however, there was no profit margin included for the regulated utilities. 

The cost of service model calculates the associated cost for each product offering. The 

model has two facets: “Raw Costs Associated with Additional Account Uptake” and the 

$‘Cost of Service for Each Product Offering”, the former establishes the foundation for the 

Cost of Service calculations. The “Raw Costs Associated with Additional Account 

Uptake” determines the variable cost per account for each labor type and each line item. 

Labor costs are not all equally variable dependent upon the number of accounts serviced, 

thus each labor class was individually analyzed to understand how many accounts one 

labor body would support. 

For instance, one Billing Supervisor is required for every 100,000 accounts, while one 

Billing Representative is required for every 20,000 accounts, thus based on the 

salarylwages and associated overhead of these position types you can calculate the cost per 

account for each labor class. Subsequently, once the cost per account for each labor class 

is determined, the average time per account can be calculated for each labor type. 

Assuming there are approximately 175 hours in a work month, you can divide 175 hours 

by the number of accounts each labor type can support, thus, one Billing Supervisor would 

spend 0.001 8 hours for every account serviced, or 6.3 seconds, this provides a proxy to 

11 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

calculate the time requirement for each labor type to support utilities with varying volumes 

of accounts. 

All other costs associated with operating FATHOM were then analyzed on a line item 

basis. Reviewing the historical financial data, representative costs were used to calculate 

the cost per account for each line item. For instance, postage is approximately $23K per 

month, that cost is for servicing 95,000 accounts, thus you can calculate the cost per 

account for postage by dividing $23,000 by 95,000. 

The “Cost of Service for Each Product Offering” identifies the cost per account for each 

product offered in the product tree (Attachment Borromeo-1). Each product option incurs 

specific costs for labor, licensing, support functions, and various other auxiliary costs. 

The “Cost of Service for Each Product Offering” analysis uses a 1000-account population 

as a proxy to calculate the associated costs for operating each product option. 

Incorporating the time required for each labor element in supporting an account, you can 

then calculate the representative labor hours required to support each product option. Not 

all product options incur all support costs, thus it is dependent on the scope and scale of 

each product offering. 

The “Regulated Utilities Cost of Service Analysis” identifies all products that are provided 

to the regulated utilities by Global Water FATHOM. The operational cost per account 

figure is directly correlated to the cost per account calculated through the “Cost of Service 

for Each Product Offering” analysis previously described. Aside from the Palo Verde 

Utility Company, all other utilities have an operational cost of $7.OO/account. Palo Verde 

gains efficiencies from sharing customers with Santa Cruz, thus, specific services are being 

provided to only Palo Verde. 
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Q. 

A. 

Q. 

A. 

B. 

Please explain how the FATHOM costs compare under the “lower of cost or market” 

standard. 

Global Water went further than the NARUC standard of “lower of cost or market” when 

assigning FATHOM costs to Global Water affiliated utilities. The FATHOM costs 

assigned to Global Water affiliates are one-third lower than actual cost; and 71 % lower 

than market costs as explained below. 

Lower Than Cost and -ewer Than Market. 

Per the “Cost of Service for Each Product Offering”, based on the product options Palo 

Verde and Santa Cruz receive, their respective costs for these product options are 

$2.7O/account for Palo Verde and $7.00/account for Santa Cruz. Global Water FATHOM 

currently charges $3.50/account to the regulated utilities regardless of the service type. 

The weighted average cost/account can be calculated using the $2.70/account (for 17,334 

PVUC account) and $7.OO/account (for the 24,093 SCWC and other accounts serviced), 

the average operational cost/account equates to $5.20 for the regulated utilities. 

This operational cost ($5.20/account) is 50% higher than the actual cost charged to the 

utilities; it is undeniable that Global Water FATHOM charges much less than the actual 

cost to service the regulated utilities. Global Water FATHOM charges $3.5O/accounty only 

67% of totaI operational cost of service. 

How to the regulated utilities’ FATHOM costs compare to the prices charged to 

outside customers? 

The cost for FATHOM services charged to external, unaffiliated FATHOM clients is again 

dependent upon the various product options provided. While none of the external, 

unaffiliated Global Water FATHOM clients have as many product options as the regulated 

utilities, the City of Covina and Grass Valley have the most comparable product offering to 
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Q. 
A. 

the regulated utilities. The equivalent cost to the regulated utilities for these same set of 

product options is $3.87/account. The average price/account charged to these two clients 

sits at $4.88/account. These external, unaffiliated FATHOM clients pay rates that are 39% 

higher than what the regulated, affiliated utilities are charged, yet they receive fewer 

services than the Global Water affiliates. 

The services that the regulated, affiliated utilities receive above and beyond these clients 

includes; AMI Option 2, AMI Option 3, CIS Option 5, and the several services that are 

“Outside Standard Product Offering”. 

C. 

Please describe Global’s external cost of service analysis. 

Cost of Service Analysis - External. 

From an external perspective, you cannot compare the FATHOM product offering in full 

to that of similar service providers. There is no true competition in the market currently, 

since the suite of products provided by FATHOM are unique in their entirety; however, to 

provide comparison we analyzed those service providers that had products similar to 

specific product options under Global Water FATHOM. 

In review of the City of Torrance, California Staff Report (included as Attachment 

Borromeo-2),; we are able to compare three unique vendors that offered products that 

closely resemble the following FATHOM product options; Basic CIS, CIS Option 1 , 2b, 4 

& 6a. 

When comparing price, American Accounting had the lowest cost/account at $2.41 , the 

other two vendors were at $3.57 and $3.74/account. As referenced before, Global Water 

FATHOM charges Global’s utilities only 67% of the actual projected operating costs, thus 

14 



6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q. 
A. 

~r these same select products, our regulated, affiliated utilities pay $1.70/account for the 

same products. That represents 71% of the cost of the next lowest vendor. 

Does this conclude your direct testimony? 

Yes. 
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Product 
Basic AMI Package 

SCWC Accounts 17334 
Standard Product Offering 

I Operational Sold 
Cost/Account/ Cost/Account/ 

Description 
Basic AMI 
Warranty Mgmt, Read Mgmt & Presentment 
FATHOM Maintains Meter Population 
Advanced Analystics & Customer Reports 
Billing, WO, Inbound IVR, U2You 
Outbound IVR - Collections 
70/60, <7% ABA, Advanced IVR System 
Staffed Front Counter 
Bill Inserts 
Annual Water Quality Reports 
Daily Fund Wiring 
Asset Presentment 
Work Order System (included in basic) 

AMI Option 1 
AMI Option 2 
AMI Option 3 
Basic CIS Package 
CIS Option 1 
CIS Option 2b 
CIS Option 3 
CIS Option 4 
CIS Option 5 
CIS Option 6b 
Basic AMs Package 
AMS Option 1 
AMs Option 2 Plant 4D (included in basic) s - s  - Is 

$ 2.00 I $ 6.30 

Outside Standard Product Offering 
SCADA SCADA System s 0.50 $ 0.50 S 0.50 
CIS Option 7 AR Management s 0.04 S 0.04 $ ::: 1 0.04 
CIS Option 8 Advanced Reporting Services-Rate Case s 0.05 $ 0.05 $ 0.05 $ 0.05 

Month 
s 0.68 
s 0.46 

s 0.48 
$ 1.67 
5 0.13 
s 0.68 
NIA 
$ 0.05 
s 0.05 

s 0.60 

s 0.10 

Month PVUC 
s 0.68 $ 
s 0.46 f 
s 0.10 $ 
s 0.48 S 
s 1.67 $ 
s 0.13 $ 
s 0.68 s 

s 0.05 $ 
s 0.05 $ 

$ 
s 2.00 s 2.00 
$ - s  

0.13 
0.68 

0.05 
0.05 

2.00 

AMS Option 3 Engineering Support Services s 0.11 s 0.11 s 0.11 I $ 0.11 
s 7.00 $ 0.70 I $ 0.70 

S 2.70 $ 7.00 
$ 46,801 80 $ 121,338.00 

PVUC Accounts 17,334 $ 46,801.80 
All Other Accounts 24,093 $ 168,651.00 

Weighted Average Operating Cost (2.70~17,334 + 7.00~24,093)/41,427 S 5.20 /account 
Actual Charge S 3.50 /account 

46 Charged of Operating Cost 67% 

Torrance Accounts 
(Bills per Month) * 17494 

Vendor Source 
Vertex City of Torrance RFP 

American Accounting City of Torrance RFP 

American States Water 
Company 

GW FATHOM 

City of Torrance RFP 

Citv of Torrance RFP 

Scope of 
Services Date Monthly Cost $/Account 

Basic CIS, CIS Sep-10 $ 62,400.00 $ 3.57 
Option 1,2b, 
4,6a 
Basic CIS, CIS Sep-10 $ 42,200.00 $ 2.41 
Option 1, 2b, 
4,6a 
Basic CIS, CIS Sep-10 $ 65,497.00 $ 3.74 
Option 1, 2b, 
4,6a 
Basic CIS, CIS SeplO $ 38,136.00 $ 2.18 
Option 1, 2b, 
4,6a 
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Council Meeting of 
September 21 , 201 0 

Honorable Mayor and Members 
of the City Council 

City Hall 
Torrance, California 

Members of the City Council: 

SUBJECT: Finance - Authorize a contract with Global Water Managerment LLC to 
provide utility billing services for the City’s water, sewer and refuse 
accounts. 

Expenditure: $457,632 annually, $1 97,500 one-time Implementation 
cost plus Postage 

RECOMMENDATION 

Recommendation of the Finance Director that Your Honorable Body approve a contract 
agreement with Global Water Managerment LLC to provide utility billing services for the 
City at the amount of $38,136 per month plus postage and $197,500 for one-time 
implementation costs. 

Fundinq 

Funding is available in the Water Enterprise Fund. 

BACKGROUND/ANALYSIS 

On August 17, 1999, Council approved a contract with American States Water 
Company (aka GSWC) for 3 years with two additional one year options (total contract of 
5 years) to provide Utility Billing Services for the City. Prior to the actions taken by 
Council in August 1999, Council authorized staff to establish a review panel ( March 
1998) to analyze the possibility of outsourcing the City’s utility billing, meter reading and 
meter maintenance job functions. Through numerous meetings, it was determined that 
outsourcing Utility Billing was both fiscally efficient and would enhance services 
provided to the residential and business community of the City of Torrance. It was 

increasing services (24 hours per day call center services) such as on-line account 
balance inquiry and on-line credit card payments. 

On March 8,2005, your Honorable Body approved a successor contract with American 
States Utility Company (Golden State Water) to provide utility billing and customer 
service for the business and residential community of the City of Torrance. 

I estimated that outsourcing utility billing would save over $300,000 per year while 

I 

I 

~ 

The contract was for a term of 3 years with two additional two year options for a total of 
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I seven years. We are currently in the first option period of the two option years and we 
have approximately 3 years remaining. In total, GSWC has provided utility billing 
services for over 10 years with the contract only increasing by the consumer price index 
CPI each year. In the successor contract, a provision was added that allowed for the 
cost of the contract to increase should the California Public Utilities Commission 
(CPUC) make a determination (ruling) modifying the cost allocation methodology and 
rate (see attachment A for contract language). For over three years the provision has 
been in the contract but has not impacted the City. 

I 

In January 2009 GSWC contacted staff requesting a meeting to inform the city about a 
November 2007 CPUC ruling and to discuss the possibility of terminating their contract 
with the City. In November 2007, the CPUC issued a decision (07-11-037) which 
changed the methodology for allocating costs. The CPUC decision mandates that 
Public Utilities who are regulated by the CPUC must charge a fully burden rate to 
recover the cost of the assets being used in providing the service and to reimburse 
those cost to the Public Utility's customers. At the January meeting GSWC was 
concerned that the CPUC ruling would make all of their third party agreements 
(contracts with agencies) non profitable and cost inefficient, thus their decision to 
terminate the contract with the City. 

The CPUC decision effectively increased the monthly cost of the city's contract by an 
additional $35,926. The original contract inclusive of any pass-through amounts totaled 
$29,571 per month. With the 2007 CPUC decision, the contract cost increases from 
$29,571 per month to $65,497 per month excluding postage. GSWC terminated all of 
their city agreements with the exception of the City of Torrance because our contract 
has a "sole option to renew" provision in the contract which prevents GSWC from 
arbitrarily terminating the contract. 

Staff was concerned about the meeting it had with GSWC and immediately began to (a) 
analyze and confirm the GSWC cost allocation, and (b) Look for a potential successor 
vendor. The finance department reviewed the CPUC decision to determine if GSWC 
proposed increase was in compliance with the CPUC decision and to determine the 
exact amount of the increase. The review process was time consuming as fact finding 
was required and some differences existed between GSWC interpretation of the CPUC 
decision and the City's interpretation. After analyzing the allocation methodology and 
lengthy with GSWC, staff concluded that the amounts under review were in line with the 
CPUC decision. In March of 2010, GSWC notified staff that the increase would go into 
effect beginning in October 2009 (retroactively). Additionally, GSWC stated that the 
CPUC would be making another ruling relating to the cost altocation methodology (due 
in September 2010) which would increase the contract price even further. 

The search for a successor vendor was intensified after the meetings with GSWC. 

however, it was discovered that the new CPUC ruling adversely impacted all agencies 
regulated by the CPUC. As staff began to talk to potential California vendors, it became 
obvious that third party utility billing agreements were less attractive to Utility Billing 
Companies regulated by the CPUC. Staff could not find any Utility Billing company who 
was regulated by the CPUC that would be interested in contracting with the City. 

I Originally, the search focused on those agencies located in the State of California 

I Because of the CPUC ruling eliminating many California vendors, staff expanded the 



3 

scope of the search to include out of state vendors and to look at splitting the services 
using multiple vendors to perform the services. Staff looked at companies that provided 
billing only services and those that provide call center services. Banks, credit card 
companies and other were all approached. Finally a list of companies (primarily out of 
state companies) was identified. 

On March 25, 2010 a Request for Proposal (RFP) was mailed to interested vendors to 
provide utility services for the City’s water, sewer and refuse customers. The following is 
a list of vendors who either received a proposal or were contacted to discuss their 
interest in providing the requested billing services. 

I. American Accounting and Billing Service Inc. 
2. American Water 
3. California Water Company 
4. Capgemini 
5. ChaseBank 
6. Datamatics Global services Inc. 
7. Global Water Management LLC 
8. Southern California Edison 
9. Southern California Gas 
10.Vertex 

A mandatory pre-proposal meeting was held on April 27, 2010, to identify interested 
vendors. Only four of the aforementioned companies attended the meeting. As a point 
of reference, none of the California base companies expressed an interest due primarily 
to the ruling of the CPUC, which makes these types of contracts unprofitable. The pre- 
proposal meeting identified three qualified companies who ultimately submitted a 
response to the City’s RFP. The three companies who submitted proposals were: 

1. American Accounting and Billing Service Inc. 
2. Global Water Management, LLC 
3. Vertex 

The RFP was comprehensive and addressed many of the City’s concerns relating to 
billing, customer service, cash handling, and reporting. There were 50 individual 
questions that required detailed explanations. The City established a five (5) member 
panel to individually analyze and evaluate the vendor’s responses. The five City 
evaluating members consisted of: 

1. Deputy Public Works Director 
2. Assistant Finance Director 
3. Senior Water Service Supervisor 
4. Senior Administrative Analyst- Water Operations 
5. Senior Accountant 

A matrix was developed and the questions were weighted (see exhibit 1). The maximum 
score that a vendor could receive was 140 points. The matrix was developed to assess 
the vendors’ abilities to provide the best qualified service. The vendors’ price quote had 
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Raters 

a weighted average and was used to separate any close proposals. The following is a 
summary of the raters’ evaluation of the RFP’s. 

Vertex American Global Water 1 

Cost Descriptions I Vertex American 1 Global Water I Current 

Monthly 
Accounting Management Vendor 

$62,400 $42,200 $38,136 $65,497 
Customer 

Service Contract 
Monthly cost of 

operating a local 
Not provided $9,000 $1 1,320 N/A 

cost 
*Pass-through amount that varies based on postage rates and volume 

Payment Center 
Estimated 

As shown in the pricing table, Global Water Management price proposal was 
significantly lower than any of the other vendors including the current vendor. 

Pass-through $7,500* $6,100* $5,787 

The pricing module includes costing for a local payment center which would be similar 
to the one that is operated by GSWC. After examining the type of work and volume of 
work performed at the local payment center, staff concluded that the work could be 
performed using in-house labor at a fraction of the cost. Therefore, the cost of a local 
payment center was not included in the contract. 

Monthly Postage 
One-ti me 

Implementation 

Staff compared the cost submitted by the respective vendors in the RFP with the cost of 
performing the services in house. The estimated monthly recurring cost for the City 

$1,404,800 $80,000 $1 97,500 NIA 
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Description # of Positions 1 Annual cost 
Business Manaaer I $1 13.700 

Monthly cost 
$9.475 

Sr. Account Clerk 
Account Clerk 
Total Labor Cost 

As mentioned above, the recurring cost includes labor hours, facility rental, software 
maintenance, printing and other cost. The implementation cost includes the acquisition 
of a billing system including an IVR system, payment processor, new computers, etc. 

1 83,700 6,975 
2 151,200 12,600 

$348,600 $29,050 

The City’s costing is less competitive primarily because the vendors are spreading the 
cost of providing the services over multiple clients, which reduces the per client cost. 
Outsourcing the services is more cost efficient, so staff began the process of negotiating 
a contract. 

Upon completing the evaluations of the RFP, it was apparent that Global Water 
Management had presented the best qualified responses to the City’s RFP. In order to 
begin the negotiations, staff wanted to visit Global Water Management facility because 
they were located out of State and staff believed that a site verification would be 
beneficial. On June 11 , 201 0 the rating members visited Global Water Management’s 
facility in Phoenix Arizona. All five members were very impressed with Global Water’s 
operations. Specifically impressive was their plant operations, customer education 
center, call center and their plan use of the Interactive Voice Response (IVR) system. 
After the site visit, staff verified Global Water Management‘s California references. 
Global is providing utility billing and customer service for the City of Menlo Park and it is 
providing utility billing services for the City of Covina. 

The negotiations resulted in a mutual agreed contract which obligates Global Water to 
provide all of the services included in the RFP. Some notable highlights of the contracts 
are: 

1. Contract term is 4 years with two three-year renewal options 
2. Contract can increase by CPI 
3. The contract has a 4% ceiling 
4. No Public Utility Commission PUC provision is included in the contract 

Additionally, Global Water will provide the highlighted services included in the contract 
such as: 

0 Provide monthly and bi-monthly billings for water, sewer and refuse accounts 
0 Provide distribution messages on the bills 
0 Provide mailed notices and IVR phone calls for disconnection notices 
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Provide 8 % x 11 billing insert as required by City - not to exceed six per year. 
Share point reporting environment with management reports to be selected by City staff 
Daily transfer to the City of the previous day's available collection, wire fees are invoiced 
at cost 
Dashboard interface for access to customer information data by City staff 
Export files from customer information system to handheld meter reading devices 
Daily imports of meter reads from handheld meter reading devices 
Support and management of payment interfaces which include - paperless billing, pay 
by phone, pay by mail, pay by debitkredit card, local payment options support and 
management of the inbound IVR system 
Support and management of the outbound disconnection notice IVR campaigns 
Support and management of the customer web portal 
Support and manage five licenses of the Cityworks based work order management 
system for customer service related service work orders 
Project manager and service coordination liaison for the City 

The contract with Global Water provides the City with services that exceeds the current 
contract. The City's customers will be able to access their accounts on-line, make payments 
electronically or even pay their bills using the IVR system. The outbound IVR system will enable 
the City to notify customers of certain water emergencies and in certain cases call customers 
who have delinquent accounts. 

Based on the high level of services and the lowest cost, staff recommends that Council enter 
into a .contract with Global Water LLC for utility billing and customer services for the City of 
Torrance. 

Respectfully submitted, 

ERIC E. TSAO 
FINANCE DIRECTOR 

B 
Kinneth A.'Flew&n\ 
Assistant Finance S c t o r  

zz5L Eric E. Tsao 

Finance Director 

Attachments: 

A. CPUC Contract Language 
B. City Cost Estimates 
C. Contract 
D. RFP 
E. Global Water Management RFP Response 
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ATTACHMENT A 

(1) California Public Utilities Commission Pass-Through. In addition to the monthly fee set 
forth in subparagraph 4.A., the City agrees to pay the Company an allocated share of the 
amount of revenue required (“the pass through”) to be allocated to the customers of 
Southern California Water Company, a California corporation (“SCW), by the 
California Public Utilities Commission (L‘CPUC’’) as compensation for providing 
Customer Services to the City. The amount of this pass-through on the Effective Date is 
10.0% of total compensation paid to the Company or any of its unregulated subsidiaries 
for providing utility billing services. The CPUC Pass-Through shall be adjusted as 
follows: 

(2) Should the CPUC make a determination that the pass through amount should be different 
than 10% or the CPUC pass-through determined on a different basis, then the CPUC 
Pass-Through shall be adjusted on the effective date of such determination to an allocated 
share of the amount determined by the CPUC to be the amount of compensation to be 
provided by the Company to SCW in connection with the Company’s provision of the 
Customer Services on the effective date of such change, taking into account the total 
compensation received by the Company hereunder for providing such Customer Services, 
the number of Customers in the City’s customer service area and the number of 
customers receiving such services from the Company or any of its unregulated 
subsidiaries outside ofthe City’s Customer service area. The Company shall provide 
City with written notice of any such change and a copy of the CPUC approved Pass- 
Through methodology. 

s 
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ATTACHMENT B 

In House Labor and Material Costs for Utility Billing 
Fiscal Year Ending 2011 

Labor: Annual Cost # of Staff Water Refuse Sewer 
Bus Manager $ 113,700 1 0.5 0.25 0.25 
Sr Account Clerk 83,700 1 0.5 0.3 0.2 
Account Clerk 151,200 2 1 0.8 0.2 

2 1.35 0.65 348,600 4 

Materials and Service Charqes: 
Supplies 
Printed Forms 
Postage 
Local Meeting and Travel 
Telelphone 
Central Services 
Software Manitenace, Data Lines, Internet, etc. 
Facility Rental 
Communication Equipment 
PC Replacement 
Total Material and Service Charges 

$ 10,800 
31,000 

9,400 
10,500 
49,000 
218,800 
36,000 
1,600 
4,700 

371,800 

$ 900 
2,583 

783 
875 

4,083 
18,233 
3,000 
133 
392 

30,983 

Total Labor and Material Charges: $ 720,400 !$ 60,033 

)Monthly Costs $ 60,033 

Implementation Cost 
Billing System Plus Payment Processor $391,660 
IVR System 184,695 
Other ChargeslComputers 16,000 

ITotal Implementation Cost $ 592,3551 

)Postage $ 72,960 

..,. . 
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CONTRACT SERVICES AGREEMENT 

ATTACHMENT C 

This CONTRACT SERVICES AGREEMENT (“Agreement”) is made and entered 
into as of September 21,2010 (the “Effective Date”), by and between the CITY 
OF TORRANCE, a municipal corporation (“CITY”), and Global Water 
Management, LLC, a Delaware limited liability company (‘CONTRACTOR”). 

RECITALS: 

A. The CITY wishes to retain the services of an experienced and qualified 
CONTRACTOR to provide utility billing services for the City of Torrance. 

B. In order to obtain the desired services, the CITY has circulated its Request 
for Proposal to Provide Utility Billing Services for the City of Torrance, 
RFP No. 2010-05 (the “RFP”). 

CONTRACTOR has submitted a Proposal (the “Proposal”) in response to 
the RFP. In its Proposal CONTRACTOR represents that it is qualified to 
perform those services requested in the RFP. Based upon its review of all 
proposals submitted in response to the RFP, the CITY is willing to award 
the contract to CONTRACTOR. 

C. 

AGREEMENT: 

1. SERVICES TO BE PERFORMED BY CONTRACTOR 
CONTRACTOR will provide the services and install those materials listed 
in CONTRACTOR‘S Proposal submitted in response to the RFP. A copy 
of the RFP is attached as Exhibit A. A copy of the Proposal is attached as 
Exhibit 6. 

2- - TERM 
Unless earlier terminated in accordance with Paragraph 4 below, this 
Agreement will continue in full force and effect from the Effective Date 
through February 1,201 5. If approved by the City Council, the City may, 
at its option, extend the Agreement for two additional three-year terms (a 
total of six additional years) 

3. COMPENSATION 
A. CONTRACTORS Fee. 

For services rendered pursuant to this Agreement, CONTRACTOR 
will be paid in accordance with the compensation schedule set forth 
in the Proposal. Commencing on February 1,201 I, the CITY will 
pay the CONTRACTOR the following monthly fee for Service. 

1 
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Service 
Billing and 
Customer Service 
Total recurring Cost 

Monthly Annually 
$38,136 $457,632 

$38,136 $457,632 

One Time 
Implementation Cost 

In addition to the monthly service fee, the CITY will pay 
CONTRACTOR a one-time implementation fee for start-up 
conversion cost of $197,500. 

$1 97,500 

Commencing in the second year of the Agreement (February 1, 
2012), and each subsequent year, the monthly recurring cost shall 
be increased by the Consumer Price Index (“CPI-W”), Urban Wage 
Earners and Clerical Workers for Los Angeles, Riverside, Orange 
County published by the U.S. Bureau of Labor Statistics, 
Department of Labor (“BLS”), 1982-1 984 =I 00 for December. 
In no year shall the year over year increase exceed 4%. 

. .  

B. Postage. In addition to the monthly fee set forth in subparagraph 3.A. 
above, the City agrees to pay all postage cost relating to billing its 
Customers. The Contractor will send the City a monthly detailed billing 
displaying actual billing cost (calculated at the Contractor’s Carrier 
Route Sorting Rate) for City of Torrance residents. 

C. Schedule of Payment. 

Provided that the CONTRACTOR is not in default under the terms 
of this Agreement, upon presentation of an invoice, CONTRACTOR 
will be paid monthly, within 30 days after the date of the monthly 
invoice. 

4. TERMINATION OF AGREEMENT 
A. Termination for Convenience. 

1. Either party may, at any time, terminate the Agreement for 
convenience and without cause by providing one year (365) 
days written notice to the other party. 

2. Upon receipt of written notice from CITY of such termination 
for CITY’S convenience, CONTRACTOR will: 

a. 
b. 

Cease operations as directed by CITY in the notice; 
take actions necessary, or that CITY may direct, for 
the protection and preservation of the work; and 

2 
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c. except for work directed to be performed prior to the 
effective date of termination stated in the notice, 
terminate all existing subcontracts and purchase 
orders and enter into no further subcontracts and 
purchase orders. 

3. In case of such termination for CITY'S convenience, 
CONTRACTOR will be entitled to receive payment for work 
executed; and costs incurred by reason of such termination, 
along with reasonable overhead and profit on the work not 
executed. 

B. Termination for Cause. 

1. If either party fails to perform any term, covenant or condition 
in this Agreement and that failure continues for 15 calendar 
days after the non-defaulting party gives the defaulting party 
notice of the failure to perform, this Agreement may be 
terminated for cause; provided, however, that if during the 
notice period the defaulting party has promptly commenced 
and continues diligent efforts to remedy the default, the 
defaulting party will have such additional time as is 
reasonably necessary to remedy the default. 

In the event this Agreement is terminated for cause by the 
default of the CONTRACTOR, the CITY may, at the expense 
of the CONTRACTOR and its surety, complete this 
Agreement or cause it to be completed. Any check or bond 
delivered to the CITY in connection with this Agreement, and 
the money payable thereon, will be forfeited to and remain 
the property of the CITY. All moneys due the 
CONTRACTOR under the terms of this Agreement will be 
retained by the CITY, but the retention will not release the 
CONTRACTOR and its surety from liability for the default. 
Under these circumstances, however, the CONTRACTOR 
and its surety will be credited with the amount of money 
retained, toward any amount by which the cost of completion 
exceeds the Agreement Sum and any amount authorized for 
extra services. 

2. 

3. Termination for cause will not affect or terminate any of the 
rights of the CITY as against the CONTRACTOR or its 
surety then existing, or which may thereafter accrue because 
of the default; this provision is in addition to all other rights 
and remedies available to the CITY under law. 
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C. Termination for Breach of Law. 

1. In the event the CONTRACTOR or any of its officers, directors, 
shareholders, employees, agents, subsidiaries or affiliates is 
convicted (i) of a criminal offense as an incident to obtaining or 
attempting to obtain a public or private contractor subcontract, 
or in the performance of a contract or subcontract; (ii) under 
state or federal statutes of embezzlement, theft, forgery, bribery, 
falsification or destruction of records, receiving stolen property, 
or any other offense indicating a lack of business integrity or 
business honesty which currently, seriously, and directly affects 
responsibility as a public consultant or contractor; (iii) under 
state or federal antitrust statutes arising out of the submission of 
bids or proposals; or (iv) of violation of Paragraph 19 of this 
Agreement; or for any other cause the CITY determines to be so 
serious and compelling as to affect CONTRACTORIS 
responsibility as a public consultant or contractor, including but 
not limited to, debarment by another governmental agency, then 
the CITY reserves the unilateral right to terminate this 
Agreement or to impose such other sanctions (which may 
include financial sanctions, temporary suspensions or any other 
condition deemed appropriate short of termination) as it deems 
proper. The CITY will not take action until CONTRACTOR has 
been given notice and an opportunity to present evidence in 
mitigation. 

D. 

1. 

2. 

Within fifteen ( A  5) days after termination or expiration of this 
Agreement under any circumstances, the following events must 
occur: 
CITY access to and use of the CONTRACTOR Platform 
(defined as CONTRACTORS Customer Information System 
(“CIS”), and Global’s Master Data Management (“MDM”) 
products) is terminated. 
CITY must return to CONTRACTOR or destroy all copies of the 
CONTRACTOR Documentation (defined as any instruction, 
comment, or information whether in printed or electronic form 
related to the Platform, including, but not limited to any technical 
or user documentation relating to the installation, use, or 
maintenance of the Platform, including reference, user, 
installation, systems administrator, technical manuals, guides, 
and “readme” files, whether in hard copy or in on-line format, as 
may be supplied from time to time by CONTRACTOR to CITY. 
Documentation also includes any updates, upgrades, or new 
versions of the foregoing released by CONTRACTOR, in its sole 
discretion during the term of this Agreement), and shall delete or 
destroy all portions or excerpts of the Platform or 
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Documentation contained, commingled, or incorporated in any 
form with CITY'S information and electronic systems, including 
electronic data files and magnetically encoded media, so that 
neither CITY nor any of CITY'S affiliates retain any of the 
Platform or Documentation in whole or in part. Upon request, 
CITY must certify in writing the complete return or destruction of 
the Platform or Documentation within 30 days of the request. 

5. FORCE MAJEURE 
If any party fails to perform its obligations because of strikes, lockouts, 
labor disputes, embargoes, acts of God, inability to obtain labor or 
materials or reasonable substitutes for labor or materials, governmental 
restrictions, governmental regulations, governmental controls, judicial 
orders, enemy or hostile governmental action, civil commotion, fire or 
other casualty, or other causes beyond the reasonable control of the party 
obligated to perform, then that party's performance shall be excused for a 
period equal to the period of such cause for failure to perform. 

. 6. DISPUTE RESOLUTION 
In the event that any dispute arises between the Parties, the Parties must 

. attempt in good faith to identify a neutral third-party acceptable to both 
. Parties who is experienced in matters such as those provided for in this 
. Agreement, and request that person to mediate the dispute. In the event 

that such mediation is not undertaken and successfully concluded within 
90 days after the dispute arises, the Parties to any such dispute may 
pursue those rights and remedies provided for in this Agreement, including 
instituting legal action. 

7. THE CITY'S REPRESENTATIVE 
Ken Flewellyn is designated as the "City Representative," authorized to 

. .  . 

act in its behalf with respect to the work and services specified in this 
Agreement and to make all decisions in connection with this Agreement. 
Whenever approval, directions, or other actions are required by the CITY 
under this Agreement, those actions will be taken by the City 
Representative, unless otherwise stated. The City Manager has the right 
to designate another City Representative at any time, by providing notice 
to CONTRACTOR. 
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CONTRACTOR REPRESENTATIVE(S1 
The following principal@) of CONTRACTOR are designated as being the 
principal(s) and representative(@ of CONTRACTOR authorized to act in 
its behalf with respect to the work specified in this Agreement and make 
all decisions in connection with this Agreement: 

Jason Bethke 
Cindy Liles 

INDEPENDENT CONTRACTOR 
The CONTRACTOR is, and at all times will remain as to the CITY, a 
wholly independent contractor. Neither the CITY nor any of its agents will 
have control over the conduct of the CONTRACTOR or any of the 
CONTRACTOR’S employees, except as otherwise set forth in this 
Agreement. The CONTRACTOR may not, at any time or in any manner, 
represent that it or any of its agents or employees are in any manner 
agents or employees of the CITY. 

BUSINESS LICENSE 
The CONTRACTOR must obtain a City business license prior to the start 
of work under this Agreement, unless CONTRACTOR is qualified for an 
exemption . 
OTHER LICENSES AND PERMITS 
CONTRACTOR warrants that it has all professional, contracting’ and other 
permits and licenses required to undertake the work contemplated by this 
Agreement. 

FAMILIARITY WITH WORK 
By executing this Agreement, CONTRACTOR warrants that 
CONTRACTOR (a) has thoroughly investigated and considered the scope 
of services to be performed, (b) has carefully considered how the services 
should be performed, and (c) fully understands the facilities, difficulties 
and restrictions attending performance of the services under this 
Agreement. If the services involve work upon any site, CONTRACTOR 
warrants that CONTRACTOR has or will investigate the site and is or will 
be fully acquainted with the conditions there existing, prior to 
commencement of services set forth in this Agreement. Should 
CONTRACTOR discover any latent or unknown conditions that will 
materially affect the performance of the services set forth in this 
Agreement, CONTRACTOR must immediately inform the CITY of that fact 
and may not proceed except at CONTRACTOR’S risk until written 
instructions are received from the CITY. 
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13. 

14. 

.. 15. 

CARE OF WORK 
CONTRACTOR must adopt reasonable methods during the term of the 
Agreement to furnish continuous protection to the work, and the 
equipment, materials, papers, documents, plans, studies and other 
components to prevent losses or damages, and will be responsible for all 
damages, to persons or property, until acceptance of the work by the 
CITY, except those losses or damages as may be caused by the CITY's 
own negligence. 

CONTRACTOR'S ACCOUNTING RECORDS: OTHER PROJECT 
RECORDS 
Records of the CONTRACTOR'S time pertaining to the project, and 
records of accounts between the CITY and the CONTRACTOR, will be 
kept on a generally recognized accounting basis. CONTRACTOR will 
also maintain all other records, including without limitation specifications, 
drawings, progress reports and the like, relating to the project. All records 
will be available to the CITY during normal working hours and upon written 
notification at least two (2) days in advance. CONTRACTOR will maintain 
these records for three years after final payment. 

CITY ACCESS TO THE PLATFORM 
A. CITY is allowed access to the Platform solely for CITY's own internal 

operations, and cannot sublicense, rent, or permit anyone other than 
CITY's own authorized employees and agents that have received proper 
training by CONTRACTOR personnel, to use or have access to the 
Platform under any circumstances not authorized by this Agreement. 

B. Unless otherwise expressly authorized in this Agreement, CITY shall not: 
1. Distribute, disclose, or transfer to any third party, except for CITY's 

employees and agents, any portion of the Platform or use or 
demonstrate the Platform in any service bureau arrangement, 
facility management, or third party training; or 

2. Use the Platform for any purpose or application other than as 
permitted under this Agreement. 

3. Attempt to derive, or permit or help others to derive the Source 
Code (defined as the Software written in programming languages, 
including all comments and procedural code, such as job control 
language statements, in a form intelligible to trained programmers 
and capable of being translated into object code for operation on 
computer equipment through assembly or Compiling, and 
accompanied by documentation, including flow charts, schematics, 
statements of principles of operations, and architecture standards, 
describing the data flows, data structures, and control logic of the 
Software in sufficient detail to enable a trained programmer through 
study of such documentation to maintain andlor modify the 
Software without undue experimentation) relating to the Software 
(defined as the program material in machine-readable or 
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interpreted form, and may include, where appropriate, listings of 
either machine code or source code and related materials, 
including instructions and documentation provided by 
CONTRACTOR to CITY, including any such programs provided 
subsequent to this Agreement, and including any and all copies) or 
attempt to otherwise convert or alter the Software into human 
readable code or (b) remove or obscure any product identification, 
copyright or other notices from any Documentation. 

4. CITY agrees that it will not attempt to derive, or permit or help 
others to derive the Source Code relating to the Software or 
attempt to otherwise convert or alter the Software into human 
readable code. CITY further agrees that it will not attempt to 
duplicate, or permit or help others to duplicate, the Source Code 
relating to the Software. 

5. CITY shall have no right to modify any of the Software supplied by 
CONTRACTOR for CITY’s use under this Agreement without the 
prior written approval and direction of the .CONTRACTOR. 

6. CITY agrees that it will not, except as otherwise expressly provided 
in this Agreement or except as dictated by CITY’s standard 
computer system’s backup procedures and/or test environments, 
make or allow others to make copies or reproductions of the 
Software or other proprietary information in any form. 

7. CITY may duplicate the Documentation and Documentation to 
effectuate the purposes of this Agreement, at no additional charge, 
for the CITY’s use so long as all required proprietary markings are 
retained on all duplicated copies. 

C. CONTRACTOR has the right, upon reasonable advance notice and 
during regular business hours, to inspect CITY’s books, records, 
computers, and facilities with respect to the use of the Platform to verify 
that: 

1. Such use is within the scope of this Agreement, 
2. there are appropriate security procedures to protect any 

Confidential Information, and 
3. Customer is in compliance with this section. 

16. PROPRIETARY AND INTELLECTUAL PROPERTY RIGHTS. 
A. CITY acknowledges that the Platform and Documentation is considered 

by CONTRACTOR to be valuable trade secrets of CONTRACTOR or 
third-party providers. CONTRACTOR or its third-party providers are the 
sole and exclusive owner of the Platform and Documentation. This 
Agreement does not give CITY any ownership interest in the Platform or 
Documentation, but only the limited right to access and use the Platform 
and Documentation under the terms of this Agreement. 

. 

B. CITY agrees that it will not remove, alter, or otherwise obscure any 
proprietary rights notices appearing in the Platform or Documentation. 
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C. The Platform or Documentation may include certain custom 
modifications made by CONTRACTOR in order to meet the CITY’S 
expectation. CONTRACTOR will retain title to any custom modifications, 
and may, at is sole discretion and at any time, make changes, upgrades, 
updates, enhancements, or other modifications to the Ptatform or 
Documentation. 

17. CONFIDENTIALITY 
A. The Platform and Documentation must be considered Confidential 

Information of CONTRACTOR’S for purposes of this Agreement, 
regardless of whether or not it is so marked. Except as permitted in this 
Agreement, CITY must not use, make, have made, distribute, or disclose 
any copies of the Platform or Documentation, in whole or in part, or the 
information contained therein without the prior written authorization of 
CONTRACTOR. 

B. Upon the termination or expiration of this Agreement, CONTRACTOR 
will comply with the provisions of Section 4(D). 

C. Each party acknowledges that in the course of the performance of this 
Agreement, it may obtain the Confidential Information (defined as that 
information of either party (“Disclosina PaffV‘) which is disclosed to the 
other party (“Receivinq Part\/‘) under this Agreement in written form and 
marked ”Confidential,” ”Proprietary,” or similar designation, or if orally 
disclosed, that information which the Receiving Party should reasonably 
discern, by an objective examination of the disclosure and the 
surrounding facts and circumstances, to be confidential in nature. 
Confidential Information includes, but is not limited to, trade secrets, 
know-how, inventions, techniques, processes, algorithms, software 
programs, schematics, designs, contracts, customer lists, financial 
information, product plans, and business information) of the other party. 
The Receiving Party must, at all times, both during the term of this 
Agreement and for 2 year period after termination keep in confidence 
and trust all of the Disclosing Party’s Confidential Information received 
by it (except for any source code, which shall be kept in confidence and 
trust in perpetuity). The Receiving Party must not use the Confidential 
Information of the Disclosing Party other than as expressly permitted 
under the terms of this Agreement. The Receiving Party must take 
reasonable steps to prevent unauthorized disclosure or use of the 
Disclosing Party’s Confidential Information and to prevent it from falling 
into the public domain or into the possession of unauthorized persons. 
The Receiving Party must not disclose Confidential Information of the 
Disclosing Party to any person or entity other than its officers, 
employees, contractors, and consultants who need access to the 
Confidential Information in order to effect the intent of this Agreement. 
Those officers, employees, contractors, or consultants of the Receiving 
Party needing access to the Confidential Information to effect the intent 
of this Agreement will be bound by the same obligations as the 

. .  
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Receiving Party. The Receiving Party must immediately give notice to 
the Disclosing Party of any unauthorized use or disclosure of Disclosing 
Party’s Confidential Information. The Receiving Party agrees to assist 
the Disclosing Party to remedy such unauthorized use or disclosure of its 
Confidential Information, 

Confidential Information includes information which is: 
D. The obligations set forth in this section do not apply to the extent that 

1. Now or afterwards, through no unauthorized act or failure to act on 
the Receiving Party’s part, in the public domain; 

2. was in the Receiving Party’s possession before receipt from the 
Disclosing Party and obtained from a source other than the 
Disclosing Party and other than through the prior relationship of the 
Disclosing Party and the Receiving Party; 

3. furnished to the Receiving Party by a third party as a matter of right 
and without restriction on disclosure; 

4. furnished to others by the Disclosing Party without restriction on 
disclosure; 

5. independently developed by the Receiving Party without use of the 
Disclosing Party’s Confidential Information; or 

6. required to be disclosed by the City pursuant to the California 
Public Records Act, or another public disclosure law of similar 
effect. 

E. Nothing in this Agreement prevents the Receiving Party from disclosing 
Confidential Information to the extent the Receiving Party is legally 
compelled to do so by any governmental, investigative, or judicial 
agency in accordance with proceedings over which the agency has 
jurisdiction; provided, however, that prior to any such disclosure, the 
Receiving Party must: 

1. Assert the confidential nature of the Confidential Information to the 
agency; 

2. immediately notify the Disclosing Patty in writing of the agency’s 
order or request to disclose; and 

3. cooperate fully with the Disclosing Party in protecting against any 
such disclosure. ’ 

4. Subsection (E)(3) shall not require the Receiving Party to legally 
defend or be a party to any lawsuit or other legal action regarding 
disclosure of Confidential Information, the Parties expressly 
acknowledging that legal defense of any Confidential Information 
shall remain the duty of the Disclosing Party. 

18. WARRANTY 
A. CONTRACTOR warrants that the access to the Platform will function for 

its intended use. Except for the foregoing warranty, CONTRACTOR nor 
its third-party providers make any warranties, terms, or conditions, either 
express, implied or statutory, as to the Platform or the Documentation or 
as to any other matter whatsoever with respect to the subject matter of 
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this Agreement, and the Platform or the Documentation and all other 
items furnished or made available under this Agreement are provided 
“as is”. CONTRACTOR disclaims and excludes any and all warranties, 
whether statutory, express or implied, including without limitation the 
implied warranties of merchantability, fitness for a particular purpose, 
non-infringement, course of dealing, and course of performance. 

19. INDEMNIFICATION 
A. CONTRACTOR will indemnify, defend, and hold harmless CITY, 

the City Council, each member thereof, present and future, its 
officers, agents and employees from and against any and all 
liability, expenses, including defense costs and legal fees, and 
claims for damages arising under this Agreement, including, but not 
limited to, those arising from breach of contract, bodily injury, death, 
personal injury, property damage, loss of use, or property loss, 
which is the result of the negligent acts, errors, or omissions or 
other wrongful conduct of CONTRACTOR, CONTRACTORS 
officers, agents or employees. The obligation to indemnify, defend 
and hold harmless includes, but is not limited to, any liability or 
expense, including defense costs and legal fees, arising from the 
negligent acts or omissions, or willful misconduct of 
CONTRACTOR, its officers, employees, agents, subcontractors or 
vendors. It is further agreed, CONTRACTORS obligations to 
indemnify, defend and hold harmless will apply to the City Council, 
each member thereof, present and future, or its officers, agents and 
employees, except for liability resulting from the negligence or 
willful misconduct of CITY, its officers, employees or agents. In the 
event of any dispute between CONTRACTOR and CITY, as to 
whether liability arises from the negligent of the CITY or its officers, 
employees, agents, subcontractors or vendors, CONTRACTOR will 
be obligated to pay for CITY’S defense until such time as a final 
judgment or binding resolution has been entered adjudicating the 
CITY as negligent or engaging in willful misconduct. 
CONTRACTOR will be entitled in the event of such a determination 
to any reimbursement of defense costs including but not limited to 
attorney’s fees, expert fees and costs of litigation. 

B. Torrance agrees to indemnify and defend Global, its affiliates, 
managers, directors, members, officers, agents, and employees 
(the “Global Indemnified P a w )  from and against all claims, 
damages, losses and expenses (including, but not limited to, 
reasonable attorneys’ fees, court costs and the cost of appellate 
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proceedings) to which any such Global Indemnified Party may 
become subject, under any theory of liability whatsoever (“Claims”), 
insofar as such Claims (or actions in respect thereof) relate to, arise 
out of, or are caused by or based upon the gross negligence or 
intentional misconduct of Torrance, its council members, officers, 
employees, or agents, in connection with Torrance’s use of the 
Software; provided that Torrance’s use of the Software is in 
accordance with the terms of this Agreement. 

20. NON-LIABILITY OF THE CITY’S OFFICERS AND EMPLOYEES 
No officer or employee of the CITY will be personally liable to 
CONTRACTOR, in the event of any default or breach by the CITY or for 
any amount that may become due to CONTRACTOR. 

21. LIMITATIONS OF CONTRACTOR LIABILITY 
A. Neither CONTRACTOR nor its third-party providers will have any 

liability for incidental, consequential, indirect, special or punitive damages, 
or liabilities of any kind or for loss of revenue, loss of business, or other 
financial loss arising out of or in connection with this Agreement, regardless 
of the form of the action, whether in contract, tort (including negligence), 
strict product liability or otherwise, even if any representative of a party to 
this Agreement has been advised of the possibility of such damages and 
even if any limited remedy specified in this Agreement is considered to have 
failed of its essential purpose. 

* 

B. Customer acknowledges that the allocation of risk in this Agreement is 
consistent with software industry pattern and practice and is an integral part 
of the consideration for this Agreement, without which CONTRACTOR 
would be unable to provide the Platform and related services at the prices 
specified. 

22. INSURANCE 
A. CONTRACTOR and its subcontractors must maintain at its sole 

expense the following insurance, which will be full coverage not 
subject to self insurance provisions: 

(1) Automobile Liability, including owned, non-owned and 
hired vehicles, with at least the following limits of liability: 

(a) Primary Bodily Injury with limits of at least $500,000 
per person, $1,000,000 per occurrence; and 

(b) Primary Property Damage of at least $250,000 per 
occurrence; or 
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(c) Combined single limits of $1,000,000 per 
occurrence. 

B. 

C. 

D. 

E. 

(2) General Liability including coverage for premises, products 
and completed operations, independent 
contractorshendors, personal injury and contractual 
obligations with combined single limits of coverage of at 
least $1,000,000 per occurrence. 

(3) Workers’ Compensation with limits as required by the State 
of California and Employer‘s Liability with limits of at least 
$1,000,000. 

(4) Employee Dishonesty Coverage with limits of at least 
$100,000 with the City of Torrance Named as a loss payee 
on the policy. 

The insurance provided by CONTRACTOR will be primary and 
non-contributory. 

CITY (“City of Torrance”), the Redevelopment Agency of the City of 
Torrance, the City Council and each member thereof, members of 
boards and commissions, every officer, agent, official, employee 
and volunteer must be named as additional insured under the 
automobile and general liability policies. 

CONTRACTOR must provide certificates of insurance and/or 
endorsements indicating appropriate coverage, to the City Clerk of 
the City of Torrance before the commencement of work. 

Each insurance policy required by this Paragraph must contain a 
provision that no termination, cancellation or change of coverage 
can be made without thirty days notice to CITY. 

23. SUFFICIENCY OF INSURERS 
Insurance required by this Agreement will be satisfactory only if issued by 
companies admitted to do business in California, rated “B+” or better in the 
most recent edition of Best’s Key Rating Guide, and only if they are of a 
financial category Class VI1 or better, unless these requirements are 
waived by the Risk Manager of the CITY (“Risk Manager“) due to unique 
circumstances. In the event the Risk Manager determines that the work or 
services to be performed under this Agreement creates an increased or 
decreased risk of loss to the CITY, the CONTRACTOR agrees that the 
minimum limits of any insurance policies and/or the performance bond 
required by this Agreement may be changed accordingly upon receipt of 
written notice from the Risk Manager; provided that CONTRACTOR will 
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have the right to appeal a determination of increased coverage by the Risk 
Manager to the City Council of the CITY within I O  days of receipt of notice 
from the Risk Manager. 

24. CONFLICT OF INTEREST 
A. No officer or employee of the CITY may have any financial 

interest, direct or indirect, in this Agreement, nor may any officer 
or employee participate in any decision relating to the Agreement 
that effects the officer or employee’s financial interest or the 
financial interest of any corporation, partnership or association in 
which the officer or employee is, directly or indirectly interested, in 
violation of any law, rule or regulation. 

B. No person may offer, give, or agree to give any officer or 
employee or former officer or employee, nor may any officer or 
employee solicit, demand, accept, or agree to accept from 
another person, a gratuity or an offer of employment in connection 
with any decision, approval, disapproval, recommendation, 
preparation or any part of a program requirement or a purchase 
request, influencing the content of any specification or 
procurement standard, rendering of advice, investigation, 
auditing, or in any other advisory capacity in any way pertaining to 
any program requirement, contract or subcontract, or to any 
solicitation or proposal. 

25. NOTICE 
A. All notices, requests, demands, or other communications under 

this Agreement wilt be in writing. Notice will be sufficiently given 
for all purposes as follows: 

(3) 

(4) 

Personal delivery. When personally delivered to the 
recipient: notice is effective on delivery. 

First Class mail. When mailed first class to the last 
address of the recipient known to the party giving notice: 
notice is effective three mail delivery days after deposit in 
an United States Postal Service office or mailbox. 

Certified mail. When mailed certified mail, return receipt 
requested: notice is effective on receipt, if delivery is 
confirmed by a return receipt. 

Overnight delivery. When delivered by an overnight 
delivery service, charges prepaid or charged to the 
sender’s account: notice is effective on delivery, if delivery 
is confirmed by the delivery service. 
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(5) Facsimile transmission. When sent by fax to the last fax 
number of the recipient known to the party giving notice: 
notice is effective on. receipt. Any notice given by fax will 
be deemed received on the next business day if it is 
received after 5:OO p.m. (recipient’s time) or on a non- 
business day. 

Addresses for purpose of giving notice are as follows: 

CONSULTANT: Global Water Management, LLC 
21410 N. 19th Avenue, Suite 201 
Phoenix, AZ 85027 

Fax: 623 51 8-401 1 

Andrew Abraham 
Burch & Cracchiolo, P.A. 
702 E. Osborn Rd., Suite 200 
Phoenix, AZ 85014 

WITH A COPY TO: 

CITY: 

Fax: (602) 234-0341 

City Clerk 
City of Torrance 
3031 Torrance Boulevard 
Torrance, CA 90509-2970 

Fax: (31 0) 618-2931 
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B. Any correctly addressed notice that is refused, unclaimed, or 
undeliverable because of an act or omission of the party to be 
notified, will be deemed effective as of the first date the notice was 
refused, unclaimed or deemed undeliverable by the postal 
authorities, messenger or overnight delivery service. 

C. Either party may change its address or fax number by giving the 
other party notice of the change in any manner permitted by this 
Agreement. 

26. PROHIBITION AGAINST ASSIGNMENT AND SUBCONTRACTING 
This Agreement and all exhibits are binding on the heirs, successors, and 
assigns of the parties. The Agreement may not be assigned or 
subcontracted by either the CITY or CONTRACTOR without the prior 
written consent of the other, which will not be unreasonably withheld, 
conditioned, or delayed. 

27. INTEGRATION: AMENDMENT 
This Agreement represents the entire understanding of the CITY and 
CONTRACTOR as to those matters contained in it. No prior oral or 
written understanding will be of any force or effect with respect to the 
terms of this Agreement. The Agreement may not be modified or altered 
except in writing signed by both parties. 

The terms of this Agreement should be construed in accordance with the 
meaning of the language used and should not be construed for or against 
either party by reason of the authorship of this Agreement or any other 
rule of construction that might otherwise apply. 

28. INTERPRETATION 

29. SEVERABILITY 
If any part of this Agreement is found to be in conflict with applicable laws, 
that part will be inoperative, null and void insofar as it is in conflict with any 
applicable laws, but the remainder of the Agreement will remain in full 
force and effect. 

30. TIME OF ESSENCE 
Time is of the essence in the performance of this Agreement. 
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GOVERNING LAW: JURISDICTION 
This Agreement will be administered and interpreted under the laws of the 
State of California. Jurisdiction of any litigation arising from the 
Agreement will be in Los Angeles County, California. 

COMPLIANCE WITH STATUTES AND REGULATIONS 
CONTRACTOR will be knowledgeable of and will comply with all 
applicable federal, state, county and city statutes, rules, regulations, 
ordinances and orders. 

WAIVER OF BREACH 
No delay or omission in the exercise of any right or remedy by a 
nondefaulting party on any default will impair the right or remedy or be 
construed as a waiver. A party’s consent or approval of any act by the 
other party requiring the party’s consent or approval will not be deemed to 
waive or render unnecessary the other party’s consent to or approval of 
any subsequent act. Any waiver by either party of any default must be in 
writing and will not be a waiver of any other default concerning the same 
or any other provision of this Agreement. 

ATTORNEY’S FEES 
Except as set forth in Paragraph 18, in any dispute, litigation, arbitration, 
or other proceeding by which one party either seeks to enforce its rights 
under this Agreement (whether in contract, tort or both) or seeks a 
declaration of any rights or obligations under this Agreement, the 
prevailing party will be awarded reasonable attorney’s fees, together with 
any costs and expenses, to resolve the dispute and to enforce any 
judgment. 

EXHIBITS 
All exhibits identified in this Agreement are incorporated into the 
Agreement by this reference. 

CONTRACTORS AUTHORITY TO EXECUTE 
The persons executing this Agreement on behalf of the CONTRACTOR 
warrant that (i) the CONTRACTOR is duly organized and existing; (ii) they 
are duly authorized to execute this Agreement on behalf of the 
CONTRACTOR; (iii) by so executing this Agreement, the CONTRACTOR 
is formally bound to the provisions of this Agreement; and (iv) the entering 
into this Agreement does not violate any provision of any other Agreement 
to which the CONTRACTOR is bound. 
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CITY OF TORRANCE, 
a Municipal Corporation 

26 

Global Water Management, LLC 
a Delaware limited liability company 

I 
By: 

Frank Scotto, Mayor Cindy M. Liles, Treasurer 

ATTEST: 

Sue Herbers, City Clerk 

APPROVED AS TO FORM: 

JOHN L. FELLOWS 111 
City Attorney 

By: 

Attach men ts: Exhibit A: RFP 
Exhibit B: Proposal 

Revised: 10/29/2008 
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EXHIBIT A 

REQUEST FOR PROPOSALS 

[To be attached] 
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EXHIBIT B 

PROPOSAL 

[To be attached] 
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ATTACHMENT D 

Request for Proposal 
City of Torrance I 3031 Torrance Blvd, Torrance CA 90503 I www.TorranceCA.Gov 

Request for Proposal (RFP) to Provide Utility Billing Services for 1 the City of Torrance i 

Proposals may be mailed or hand Is will be accepted. 

Location: Office of the City Clerk 
3031 Torrance Blvd. 
Torrance, CA 90503 

Date: Thursday, April 29, 2010 

An original plus one (I) printed copy and an electmnic version format on a Compact Disc (CD) or 
Flash Drive in a sealed in an envelope and marked with the RFP number and title must be submifte 
by the deadline. You submittal must include the following: 

0 Vendor's Response (Section 111 of this document) on the forms provided. If additional space is 
required, please attach additional pages. 

0 Vendors Affidavit (Attachment 1) 

* 

Notice of Mandatory Pre-Proposal Conference 
The City will conduct a mandatorybriefing session for prospective proposers. 

I 

Questions brought up at the pre-proposal conference will be answered to the extent possible at that time. 
Questions of consequence will be recorded and questions and answers will be mailed to all parties that have 
attended the pre-proposal conference. Any changes, interpretations, or clarifications considered necessary by 
the City in response to proposers' questions will be issued in writing as addenda and mailed or delivered to all 
parties that have attended the pre-proposal conference. Only answers issued in writing by the City of Torrance 
will be binding on the City. Oral and other interpretations or clarifications, including those provided at the pre- 
proposal conference, will be without legal effect 
Please send an email of interest indicating your company plans on attending the mandatory pre-proposal 
meeting to: revenue@torranceca.uov - 

Location: 

Date: 
Time: 

City of Torrance Finance Department 
3031 Torrance Blvd., 2"d Floor 
Torrance CA 90503 

Wednesday, April 7,2010 
3:OO PM 

Questions regarding this Request for Proposal should be directed to: 
Kenneth Flewellyn, Assistant Finance Director 

31 0-61 8-5850 
1 

http://www.TorranceCA.Gov
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I Request for Proposal (RFP) to Provide Utility Billing Services for the f RFP No* 2010- O5 City of Torrance 
i 

Notice is hereby given that sealed proposals will be received in the office of the City Clerk, City Hall, 
3031 Torrance Boulevard, Torrance, CA, until 2:OO p.m. on Thursday, April 29,201 0, and will be opened 
and publidy read aloud at 2:15 p.m. on the same date in the Council Chambers, Torrance City Hall. You 
are invited to be present at the opening of proposals. An original and one (1) printed copy of each 
proposal must be submitted in a sealed envelope and clearly marked: "Proposal to Provide Utitity Billing 
Services for the City of Torrance, RFP2010-05". Additionally, proposers are to submit an electronic 
version format on a Compact Disc (CD) or Flash Drive. 

Proposal Form: 

The proposal musf be made on the form provided for that purpose, enclosed in a sealed envelope, and 
marked "Proposal to Provide Utility Billing Services for the City of Torrance RFP2010-05' and addressed 
to the City Clerk, City of Torrance, 3031 Torrance CA. 90503. If an individual makes the proposal, '3 . 
must be signed by that individual, and an address, telephone (and fax number if available) must b 
given. If made by a business entity, it must be signed by the person(@ authoriied to execute 
agreements and bind the entity to contracts. A full business address, telephone (and fax number if- 
available) must be given. No telegraphic, fax or telephonic proposal will be considered. 

Blank spaces in the proposal form must be filled in; using ink, indelible pencil, or typewriter, and the text 
of the proposal form must not be changed. No additions to the form may be made. Any unauthorized 
conditions, limitations, or provisos attached to a proposal will render it informal and may cause its 
rejection. Alterations by erasure or interlineationsmust be explained or noted in the proposal form over 
the signature of the Proposer. 

Mandatory Pre-Proposal Conference: 

Vendors intendig to submit a proposal on this requirement must ensure that a representative from their 
company is in attendance at the mandatory pre-bid conference. Vendors submitting proposals without 
attending this conference will be disqualified. No exceptions will be allowed. 

Resenratio n : 

The City reserves the right to revise or amend these specifications prior to the date set for opening 
proposals. Revisions and amendments, if any, will be announced by an addendum to this RFP. If the 
revisions require additional time to enable Proposers to respond, the City may postpone the opening 
date accordingly. In such case, the addendun will include an announcement of the new opening date. 

All addenda must be attached to the proposal. Failure to attach any addendum may render the proposal 
non-responsive and cause it to be rejected. 

The City Council reserves the right to reject any and all proposals received, to take all proposals under 
advisement for a period not to exceed ninety (90) days after the date of the opening, to wdve any 
informality on any proposal, and to be the sole judge of the relative merits of the material and or service 
mentioned in the respective proposals received. The City reserves the right to reject any proposal not 
accompanied with all data or information required. 

2 
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Description Possible Points 
Operational Objective 25 points 
Customer Service Function 35 points’ 
Proposal Amount 40 points:. 
Total 100 Points 

This Request for Proposal (RFP) does not commit the City to award a contract or to pay any cost 
incurred in the preparation of a proposal. All responses to this RFP document become the property of the 
City of Torrance. 

Affidavit: 

I 

‘ . 

An affidavit form is enclosed. It must be completed signifying that the proposal is genuine and not 
collusive or made in the interest or on behalf of any person not named in the proposal, that the Proposer 
has not directly or indirectly induced or solicited any other Proposer to put in a sham proposal or any 
other person, firm, or corporation to refrain from proposing, and that the Proposer has not in any manner 
sought by collusion to secure for itself an advantage over any other Proposer. Any proposal submitted 
without an affidavit or in violation of this requirement will be rejected. (Attachment ?) 

The Contract: 

The Proposer to whom the award is made will be required to enter into a written contract with the City of 
Torrance. 
A copy of this RFP will be attached to and become a part of the contract. Attached is a draft copy of the 
City’s standardized contract, which will be modified to reflect the awarded proposal. 

1 :* 

j Standards for Evaluation of Proposals: . .  . I .  

e sole determiner of suitability to the City’s needs. Proposals will be rated acco 
,and understanding of the City’s needs, conformance to the requirements of th 
ions, prior experience with comparable proposals, financial capabilities, delive 

following priorities, as well as pricing, in determining which proposal best meefs the 

,Time Line: 
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Errors and Omissions: 

The Proposer will not be allowed to take advantage of any errors andlor omissions in these specifications 
or in the Proposer's specifications submitted with its proposal. Full instruction will always be given when 
errors or omissions are discovered. 

The Contract: 

The Proposer to whom the award is made will be required to enter into a written contract (Attachment A) 
with the City of Torrance. A copy of this request for proposals and the Proposer's accepted proposal will 
be attached to and become a part of the contract. 

Contract Term : 

The initial contract will be four (4) years starting January 3, 201 I and ending January 2, 2015. If 
approved by the City Council, the City may extend the contract with two (2) additional three (3)-year* 
extensions (January 3,2015 to January 2,2018) and (January 3,2018 to January 2,2021). 

, . . . . ,  Consumer Price Index: . .  .''.i.," 

Commencing in the second year (January 3, 2012), and each subsequent year, the contractwilVbe'Q . i :  

. . .  . . .  

. .  

.. . _  . .  . .,. I increased by the.Consumer Price Index for urban wage earners-and clerical workers (CPI 
. .  . 

. .  .. Angeles:area.(Apkiltb April). . 
,:"?.' 

, ... . , ,. 

, .  . . . .  . . .  . . . . .  
Bac kg ku'nd: 

The City of Torrance is situated on the western side of Los Angeles County. It is boarded by the'Pallbs 
Verdes Peninsula on the south, the City of Gardena on the north, the City of Redondo Beach on'the 
north and west boundaries, the City of Lomita on the east and the Pacific Ocean on the west. Thk City 
encompasses an area of approximately 21 square miles and has an estimated population of ' : i . w ' -  

I .  approximately 149-1 11, which makes it the sixth largest city in Los Angeles County. ' I *  

An outside contractor currently provides the City with comprehensive utility billing services for the City's 
Water, Refuse (including recycling) and Sewer services defined herein. The C i i  currently provih'es water 
and sewer services to residential, commercial, and industrial users to the majority of the City and 
provides residential rehse and recycling services. There are approximately 25,300 bi-monthty water 
billing customers, 600 monthly water billing customers and 8,000 refuse only customers. Water. arid 
Sewer is billed on a bi-monthly basis for residential customers and monthly for certain identied large 
water users. 

The billing cycle coincides with scheduled daily water meter reading routes; with each residential water 
meter being read within a bi-monthly cycle and certain identified large water user's meters being read 
within a monthly cycle. Bills will be generated and mailed within two working days of receiving meter 
reading information, 
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Introduction: 

The City is seeking proposals for a comprehensive utility billing service that includes customer service 
and collection functions for Water, Sewer and Refuse. The City will be responsible for all meter reading 
and meter maintenance. 

The City will work with the selected vendor by providing an electronic interface of its approximately 
34,000 accounts, including historical information if requested. Additionally, the City will provide the City's 
current service provider's office poliaes and procedures. The City must approve all policies and . 
procedures related to this service. 

This RFP is intended to be as descriptive as possible. Proposers may not take advantage of omissio'ns 
document Proposers must supply products and services that meet or exceed the 
RPF. In the event of a dispute over installation or performance, the needs. 

._ '& '] 8 

II work and expenses relating to the proper design, .PC 

allation of a customer data base and comprehensive'utilit 

ith a schedule and a work plan for approval, prior to th& :,f 

The selected vendor will be responsible for the storage and security of all equipment, tools, and other 
supplies used in providing a customer data base and comprehensive utility billing services for water, 
sewer and refuse. 

~ 

Subcontracting is allowed, however each subcontractor must be identified and pertinent information 
provided. The performance of the subcontractor is the sole responsibility of the proposer and the 
relationships with the subcontractors must be invisible to the City. All subcontractors must be in 
compliance with the City's business license code and insurance requirements. 

Provide monthly and bi-monthly residential billings for Water, Sewer and Refuse 

Provide monthly billing for commercial water and sewer accounts (certain identified large water users) 

Provide a user-friendly bill as prescribed by the City of Torrance 

Provide and distribute messages, notifications, and bill inserts 

Customized bills andlor management reports as required (appropriate units of measurement, quantities, 
and dollars) . 
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Accommodate multi-tiered billing, including conservation measures andlor changes in the rate structure, 
including proration of rates 

Provide a discount rate structure for senior citizensllow income and disabled customers as 
prescribed by the City 

Provide wiretransfer daily cash collections to the City 

Provide effective and efficient interface with the billing information system (personnel, computers, and by 
telephone) as prescribed by the City of Torrance 

Provide interface with the followhg devices: 
Neptune Handheti meter reading devices 
N Sight (formerly Equinox) Compatible for Automated Meter Readings 

Customer Service: 

Provide the following payment service to the City of Torrance customers: 
E-Bill Paperless Billing 
Pay by Phone 

. I  

nse (IVR) System application for Torrance’s customers 

Provide Internet payment and customer inquiry capabilities (see above) 

Must be able to respond and answer customer inquiries within a satisfactory time frame (70% of the 
answered calls within 60 seconds and must maintain fewer than 7% of dropped calls) 

Route telephonec 

Provide the City with access to all account information including recorded time tracking, monitoring 
device reports etc., with licensing for five concurrent users (Must include direct, view onfy and add notes 
access by City employees to all functions of customer accounts) 

the appropriate City staff 

Provide effective and efficient coordination and communication with the City 

Provide a satisfactory response time to the customer (to be determined prior to start of contract term) 

Provide interface and electronic transfer of information between killing, meter reading, or customer 
service to the City 

Provide electronic submission (via IVR, email, etc.) of customer service requests to City using either City 
approved form or in a format that can be interfaced 

Designate personnel as a service coordinator/liaison to the City 

Incorporate the City of Torrance policy for non-payment shut off notices 

Provide a 24 Hour call center with the ability to notify the appropriate City departments in case of 
emergency 

Provide a policy for appeal hearings, adjustments, and /or resolutions 
6 
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Provide electronic customer payment policy 

Provide a full service office located in the City of Torrance for customer payments 

Provide method/ability to receive payments 24 hours a day, seven days per week 

Customer service hours of operations must be at a minimum, from 7:30am to 5:30pm Monday through 
Friday, Pacific Standard Time 

I 

M u s t  have answering service for non operating hours that will n o t i  the appropriate City staff 

Incorporate the City’s payment plan policy for delinquent and or slow moving accounts 

Incorporate City policies with the company’s existing policies. 

Reports 

The City requires that the awarded vendor submit reports to the City on a monthly basis and as 
requested by the City as indicated below. All reports are to be ‘Windows” based and compatible with 
the City’s current version of Microsoft software, and have an interface link to the City’s New World 
financial system. 

Generate detailed collection and financial reports by geographical areas, by account, by service type, 
largest users, aging reports, delinquencies, etc. 

Provide the City, with customer service related reports which reflect the number of customer inquiries; 
type of customer inquiries; inquiries by location; response time to inquiries, and actions taken to 
complete inquiry 

’ A comprehensive customer complaint tracking system 

Process on how payments are credited to the City 

Production and coordination of trouble reports (out of range, meter or facility damage) 

Coordination d information into the system (new meters, route changes, customer address changes, 
water quality etc.) 

Management reports (customer, usage, classification, billngs), including staff training on how to 
runkreate their own reports 

Provide notice and supporting documentation of any regulatory changes affecting either City interests, 
or any of Proposer‘s assertions herein 

Provide customer service reports by the first week of the following month on how many meters were 
read, reread, high bill inquires/investigation, services turn on/off, late notifications and non-payment 
turn-0%. 

Cash Collections 

Proposers must describe their approach to sending the City daily cash collections 

Torrance 
I Proposers must describe their policy and procedures on reconciling cash received for the City of 
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Proposers must describe their policy and procedures in separating the City of Torrance monies from that 
of any and other agencies that the proposer is now collecting for or may collect for in the future 

Maintain un-collectable accounts at no more than 0.2% of total monthly revenues 

Proposal must describe in detail the company's policy on handling aged receivables. 

8 
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Request for Proposal (RFP) to Provide Utility Billing Services for the i RFP NO. 2010- 05 city of Torrance 
I 

I 

FAILURE TO COMPLETE ALL ITEMS IN THIS SECTION MAY INVALIDATE BID. 

In accordance with your "Invitation to Bid", the following bid proposal is submitted to the City of 
Torrance. 

Proposal Submitted By: 

Name of Company 

Address 

CitylStatelZip Code 

Telephone NumberIFax Number 

Printed NameKi tl e 

Signature Date 

Contact for Additional Information: 

Please provide the name of the individual at your company to contact for any additional infcrmation 

Name 

Title 

Telephone Number/Fax Number 

Form of Business Organization: Please indicate the following (check one); 

Corporation Partnership Sole Proprietorship Other: 
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Business History: 

How long have you been in business under your current name.and form of business organization? 

Years 

If less than three (3) years and your company was in business under a different name, what was that 
name? 

Addenda Received: 

Please indicate addenda information you have received regarding this bid: 

. -  Addendum No. - Date Received: 
Date Received: Addendum No. __. 

Addendum No. ___ Date Received: 
Addendum No. __. Date Received: 

. - .  

No Addenda received regarding this bid. 

Payment Terms: The City of Torrance Payment terms are Met 30. The City does not make pre- :. 
payments, or pay upon receipt. 

Do you offer any discounted invoice terms? 

Renewal Option: 

Please state, if requested by the City, if your company would agree to a renewal of this contract with 
price, terms and conditions unchanged. 

Yes we would agree to add January 3,2015 to January 2,2018 
Yes we woutd agree to add January 3,2018 to January2,2021 

No - we would not be interested in renewing this contract. 

Sub Contractors: 

Do you plan to subcontract any portion of this contract? Yes NO 

If yes, Please provide that company information below: 

10 



39 

Sub Contractor’s Information: 

If subcontractor(s) is to be used in the performance of this project, please provide the following 
information: 

Company Name: 

Contact: 

Address: 

Telephone: 

Company Name: 

Contact 

Address: 

Telephone: . 

Company Name: 

Contact 

Address: . . 
, -  

Telephone: 

Ref e re n ces : 

Please supply the names of companieslagencies for which you recently supplied comparable services 
as requested in this RFP. 

Name of Company/Agency Address Person to contactrrelephone No. 

Name of CompanyiAgency Address Person to contactrrelephone No. 

Name of Company/Agency Address Person to contactrrelephone No. 

Name of Company/Agency Address Person to contactrrelephone No. 

Name of Company/Agency Address Person to contad/Telephone No. 

11 
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ns/ low income and disabled 

-Bill Paperless Billing 

12 
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Will you respond and answer Customer inquiries 
within a satisfactory time frame (70% of the 
answered calls within 60 seconds and must 
maintain fewer than 7% of dropped calls)? 
Will you route telephone calls to the appropriate 
City staff? 
Will you provide the City with access to all account 
information induding recorded time tracking, 
monitoring device reports etc., with licensing for 
five concurrent users (Must include direct, view 
only and add notes,access by City employees to 
all functio.ns sf  customer accounts) 
How will you provide effective and efficient 
coordination and communication with the City? 
How do you provide a satisfactory response time 
to the customer? , 

Describe bow you will provide interFa& and 
electronic transfer of information between billng, 
meter reading, or customer service to the City 
How will you provide electronic submission (via 
IVR, email, etc.) of customer service requests to 
City using either City approved form or in a format 
that can be interfaced? 
Will you designate personnel as a service 
coordinator/liaison to the City? 
Wll you incorporate the City of Torrance policy for 
non-payment shut off notices? 
How will you provide a 24 Hour call center with the I 
ability to notify the appropriate City departments in 
case of emergency? 
Will you provide a policy for appeal hearings, 
adjustments, and /or r&olutions? 
will you provide electronic customer pavment 

- 

. -  
policy? 
How will you provide a full service office located in 
the City of Torrance for customer payments? 
How will you receive payments 24 hours a day, 
seven days per week? 
Will you provide customer service hours of 
operation at a minimum, from 7:30am to 5:30pm 
Monday through Friday, Pacific Standard Time? 
What are you customer services hours of 
operation? 

Additional 
Sheet 

Reference 
Page # 
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. . . . . . .  . . .  , ., w.,;:. ,;' ; -, 

. . . . . . . . . . . .  
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L . . . . .  . . .  ., .., , :I;, I . , 
, .  . .  8 1 .  . , .  ' , . .  

. . .  . . . .  .. . .  * :. ..; 
. . . . . . .  . . : * *  . j _ .  . 

, . . .  . < . .  . * 

. . .  

1 ' .  
. .  ........ I ,  . .  

~. . . . .  , r ,  . . . . .  

, . : ,: :;' I :: . .  
; .. , L ::, . . .  

. . . . . . .  
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. . . . . . .  . . . .  
. . .  .: . . . .  

, .  . 
. .  . .  
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nquiry 
Iescribe and show samples of your customer 
:omplaint tracking system 
3escribe how payments will be credited to the City 
3escribe the production and coordination of 
trouble reports (out of range, meter or facility 
damage) 
3escribe how you handle the coordination of 
,nformation into the system (new meters, route 
changes, customer address changes, water quality 
3tc.) 
Provide a sample of reports as requested in this 
RFP- Management reports (customer, usage, 
classification, billings), including staff training on 
how to rudcreate their own reports 
How will you provide notice and supporting 
documentation of any regulatory changes affecting 
either City interests 
Provide sample of reports as requested in this 
RFP- Customer service reports on how many 
meters were read, reread, high bill 
inquiredinvestigation, services turn on/off, late 
notifications and non-payment turn-offs. 

xstomer inquiries; inquiries by location; response 
:ime to inquiries, and actions taken to complete 

I ,  

, . . .  - . .  . .  

. . . ,  . 
.. . . . .  . .. , - 

, . a :  , 

. . .  
I . .  . . .. ; .  . 

. .  . .  . .  
, . % .  .. . , . . .  
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I I 1 

. .  

Monthly Customer Service Contract 

$ 

$ 

$ 

Monthly cost of operating a local payment center in Torrance 

Estimated Monthly Postage 

Costs of implementation (Onetime cost for start-up conversion) 

15 
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STATE OF CALIFORNIA 

C O U N N  OF LOS ANGELES 

ATTACHMENT I 

PROPOSERS AFFIDAVIT 

beingfirst duly swom, deposes and says: 

I. That he/she is the of 
(Title of Office) (Name of Company) 

Hereinafter called "Proposer", who has submitted to the City of Torrance a proposal for 

(Title of RFP) 
2. That the proposal is genuine; that all statements of fact in the proposal are true; 

3. That the proposal was not made in the interest or behalf of any person, partnership, company, 
association, organization or corporation not named or disclosed; 

4. That the Proposer did not, directly or indirectly, induce solicit or agree with anyone else to submit a 
false or sham proposal, to refrain from proposing, or to withdraw his proposal, to raise or fix the proposal 
price of the Proposer or of anyone else, or to raise or fix any overhead, profit or cost element of the 
Proposer's price or the price of anyone else; and did not attempt to induce action prejudicial to the 
interest of the City of Torrance, or of any other Proposer, or anyone else interested in the propodd 
contract; 

5. That the Proposer has not in any other manner sought by collusion to secure for itself an advantage 
over the other Proposer or to induce action prejudicial to the interests of the City of Torrance, or of any 
other Proposer or of anyone else interested in the proposed contract; 

6. That the Proposer has not accepted any proposal from any subcontractor or materialman through any 
proposal depository, the bylaws, rules or regulations of which prohibit or prevent the Proposer from 
considering any proposal from any subcontractor or material man, which is not processed through that 
proposal depository, or which prewnt any subcontractor or materialman from proposing to any contractor 
who does not use the facilities of or accept proposals from or through such proposal depository; 

7. That the Proposer did not, directly or indirectly, submit the Proposer's proposal price or any 
breakdown thereof, or the contents thereof, or divulge information or data relative thereto, to any 
corporation, partnership, company, association, organization, proposal depository, or to any member or 
agent thereof, or to any individual or group of individuals, except to the City of Torrance, or to any person 
or persons who have a partnership or other financial interest with said Proposer in its business. 

8. That the Proposer has not been debarred from participation in any State or Federal works project. 

Dated this - day of ,20-. 

(Proposer Signature) 

(Title) 
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ATTACHMENTA 

CONTRACT SERVICES AGREEMENT 

This CONTRACT SERVICES AGREEMENT (“Agreement”) is made and entered into as 
of Date (the “Effective Date”), by and between the CITY OF TORRANCE, a municipal 
corporation (’CITY), and Contractor Name, type of entity (“CONTRACTOR”). 

RECITALS: 

A. CITY wishes to retain the Services of an experienced and qualified 
CONTRACTOR to insert brief description of services. 

B. CONTRACTOR representsthat it is qualified to perform those services. 

AGREEMENT: 

1. SERVICES TO BE PERFORMED BY CONTRACTOR 
CONTRACTOR will provide the services listed in the Scope of Services attached 
as Exhibit A. CONTRACTOR warrants that all work and services set forth in the 
Scope of Services will be performed in a competent, professional and 
satisfactory manner. 

Unless earlier terminated in accordance with Paragraph 4 below, this Agreement 
will continue in full force and effect from the Effective Date through 

2. TERM 

3. COMPENSATION 
A. CONTRACTOR’S Fee. 

For services rendered pursuant to this Agreement, CONTRACTOR will be 
paid in accordance with the Compensation Schedule attached as Exhibit 
8, provided, however, that in no event will the total amount of money paid 
the CONTRACTOR, for services initially contemplated by this Agreement, 
exceed the sum of $insert dollar amount (“Agreement Sum”), unless 
otherwise first approved in writing by CITY. 

1 
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B. Schedule of Payment. 

Provided that the CONTRACTOR is not in default under the terms of this 
Agreement, upon presentation of an invoice, CONTRACTOR will be paid 
the fees described in Paragraph 3.A. above, according to the 
Compensation Schedule. Payment will be due within 30 days af€er the 
date of the invoice. 

4. TERMINATION OF AGREEMENT 
A. Termination by CITY for Convenience. 

I. CITY may, at any time, terminate the Agreement for CITY'S 
convenience and without cause. 

2. Upon receipt of written notice from CITY of such termination for 
CITY'S convenience, CONTRACTOR wik 

a. cease operations as directed by CITY in the notice; 
b. take actions necessary, or that CITY may direct, for the 

protection and preservation of the work; and 
c. except for work directed to be performed prior to the 

effective date of termination stated in the notice, terminate all 
existing subcontracts and purchase orders and enter into no 
further subcontracts and purchase orders. 

3. In case of such termination for CITY'S convenience, 
CONTRACTOR will be entitled to receive payment for work 
executed; and costs incurred by reason of such termination, along 
with reasonable overhead and profit on the work not executed. 

8. Termination for Cause. 

1 .. 

2. 

If either party fails to perform any term, covenant or condition in this 
Agreement and that failure continues for I S  calendar days after the 
nondefaulting party gives the defaulting patty written notice of the 
failure to perform, this Agreement may be terminated for cause; 
provided, however, that if during the notice period the defaulting 
party has promptly commenced and continues diligent efforts to 
remedy the default, the defaulting party will have such additional 
time as is reasonably necessary to remedy the default. 

In the event this Agreement is terminated for cause by the default 
of the CONTRACTOR, the CITY may, at the expense of the 
CONTRACTOR and its surety, complete this Agreement or cause it 
to be completed. Any check or bond delivered to the CITY in 
connection with this Agreement, and the money payable thereon, 
will be forfeited to and remain the property of the CITY. All moneys 

2 
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due the CONTRACTOR under the terms of this Agreement will be 
retained by the CITY, but the retention will not release the 
CONTRACTOR and its surety from liability for the default. Under 
these circumstances, however, the CONTRACTOR and its surety 
will be credited with the amount of money retained, toward any 
amount by which the cost of completion exceeds the Agreement 
Sum and any amount authorized for extra services. 

Termination for cause will not affect or terminate any of the rights of 
the CITY as against the CONTRACTOR or its surety then existing, 
or which may thereafter accrue because of the default; this 
provision is in addition to all other rights and remedies available to 
the CITY under law. 

3. 

C. Termination for Breach of Law. 

In the event the CONTRACTOR or any of its officers, directors, 
shareholders, employees, agents, subsidiaries or affiliates is convicted (i) 
of a criminal offense as an incident to obtaining or attempting to obtain a 
public or private contract or subcontract, or in the performance of a 
contract or subcontract; (ii) under state or federal statutes of 
embezzlement, theft, forgery, bribery, falsification or destruction of 
records, receiving stolen property, or any other offense indicating a lack of 
business integrity or business honesty which currently, seriously, and 
directly affects responsibility as a public consultant or contractor; (iii) under 
state or federal antitrust statutes arising out of the submission of bids or 
proposals; or (iv) of violation of Paragraph 19 of this Agreement; or for any 
other cause the CITY determines ta be so serious and compelling as to 
affect CONTRACTOR'S responsibility as a public consultant or contractor, 
including but not limited to, debarment by another governmental agency, 
then the CITY reserves the unilateral right to terminate this Agreement or 
to impose such other sanctions (which may include financial sanctions, 
temporary suspensions or any other condition deemed appropriate short 
of termination) as it deems proper. The CITY will not take action until 
CONTRACTOR has been given notice and an opportunity to present 
evidence in mitigation. 

6. FORCE MAJEURE 
If any party fails to perform its obligations because of strikes, lockouts, labor 
disputes, embargoes, acts of God, inability to obtain labor or materials or 
reasonable substiiutes for labor or materiais, governmental restrictions, 
governmental regulations, governmental control, judicial orders, enemy or hostile 
governmental action, civil commotion, fire or other casualty, or other causes 
beyond the reasonable control of the party obligated to perform, then that party's 
performance shall be excused for a period equal to the period of such cause for 
failure to perform. 

6. RETENTION OF FUNDS 
3 
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CONTRACTOR authorizes C I N  to deduct from any amount payable to 
CONTRACTOR (whether or not arising out of this Agreement) any amounts the 
payment of which may be in dispute or that are necessary to compensate CITY 
for any losses, costs, liabilities, or damages suffered by CIN, and all amounts 
for which CITY may be liable to third parties, by reason of CONTRACTOR'S acts 
or omissions in performing or failing to perform CONTRACTOR'S obligations 
under this Agreement. In the event that any claim is made by a third party, the 
amount or validity of which is disputed by CONTRACTOR, or any indebtedness 
exists that appears to be the basis for a claim of lien, CITY may withhold from 
any payment due, without liability for interest because of the withholding, an 
amount sufficient to cover the claim. The failure of CITY to exercise the right to 
deduct or to withhold will not, however, affect the obligations of CONTRACTOR 
to insure, indemnify, and protect CITY as elsewhere provided in this Agreement. 

7. CITY REPRESENTATIVE 
Citv Reoresentative is desianated as the "Citv Retxesentative." authorized to act 
in is bihalf with respect to7he work and sedces'specified in this Agreement and 
to make all decisions in connection with this Agreement. Whenever approval, 
directions, or other actions are required by CITY under this Agreement, those 
actionswill be taken by the City Representative, unless otherwise stated. The 
City Manager has the right to designate another City Representative at any time, 
by providing notice to CONTRACTOR. 

The follbwing principal(s) of CONTRACTOR are designated as being the 
prindpal(s) and representative@) of CONTRACTOR authorized to act in its 
behalf with respect to the work specified in this Agreement and make all 
decisions in connection with this Agreement: 

8. CONTRACTOR REPRESENTATIVE(S1 

Representative 1 
Representative 2 

9. lNDEPENDUUT CONTRACT04 
The CONTRACTOR is, and at all times will remain as to CITY, a wholly 
independent contractor. Neither CITY nor any of its agents will have control over 
the conduct of the CONTRACTOR or any of the CONTRACTOR'S employees, 
except as otherwise set forth in this Agreement. The CONTRACTOR may not, at 
any time or In any manner, represent that it or any of its agents or employees are 
in any manner agents or employees of CITY. 
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I O .  BUSINESS LICENSE 
The CONTRACTOR must obtain a City business license prior to the start of work 
under this Agreement, unless CONTRACTOR is qualified for an exemption. 

11. OTHER LICENSES AND PERMITS 
CONTRACTOR warrants that it has all professional, contracting and other 
permits and licenses required to undertake the work contemplated by this 
Agreement. 

12. FAMILIARITY WITH WORK 
By executing this Agreement, CONTRACTOR warrants that CONTRACTOR (a) 
has thoroughly investigated and considered the scope of services to be 
performed, (b) has carefully considered how the services should be performed, 
and (c) fully understands the facilities, difficulties and restrictions attending 
performance of the services under this Agreement. If the services involve work 
upon any site, CONTRACTOR warranfs that CONTRACTOR has or will 
investigate the site and is or will be fully acquainted with the conditions there 
existing, prior to commencement of services set forth in this Agreement. Should 
CONTRACTOR discover any latent or unknown conditions that will materially 
affect the performance of the services set forth in this Agreement, 
CONTRACTOR must immediately inform CITY of that fact and may not proceed 
except at CONTRACTOR'S risk until written instructions are received from CiW. 

13. CARE OF WORK 
CONTRACTOR must adopt reasonable methods during the term of the 
Agreement to furnish continuous protection to the work; and the equipment, 
materials, papers, documents, plans, studies and other components to prevent 
losses or damages, and will be responsible for all damages, to persons or 
property, until acceptance of the work by CITY, except those losses or damages 
as may be caused by CIN's own negligence. 

,CONTRACTOR'S ACCOUNTING RECORDS: OTHER PROJECT RECORDS 
Records of the CONTRACTOR'S time pertaining to the project, and records o f  
accounts between CITY and the CONTRACTOR, will be kept on a generally 
recognized accounting basis. CONTRACTOR will also maintain all other 
records, including without limitation specifications, drawings, progress reports 
and the like, relating to the project. All records will be available to CITY during 
normal working hours. CONTRACTOR will maintain these records for three 
years after final payment. 

14. 

15. INDEMNIFICATION 
CONTRACTOR will indemnify, defend, and hold harmless CITY, the 
Redevelopment Agency of the City of Torrance, the City Council, each member 
thereof, present and future, members of boards and commisslons, its ofkers, 
agents, employees and volunteers from and against any and all liability, 
expenses, including defense costs and legal fees, and claims for damages 
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whatsoever, including, but not limited to, those arising from breach of contract, 
bodily injury, death, personal injury, property damage, loss of use, or property 
loss however the same may be caused and regardless of the responsibility for 
negligence. The obligation to indemnify, defend and hold harmless includes, but 
is not limited to, any liability or expense, including defense costs and legal fees, 
arising from the negligent acts or omissions, or willful misconduct of 
CONTRACTOR, its officers, employees, agents, subcontractors or vendors. It is 
further agreed, CONTRACTOR’S obligations to indemnify, defend and hold 
harmless will apply even in the event of concurrent negligence on the part of 
CITY, the City Council, each member thereof, present and future, or its officers, 
agents and employees, except for liability resulting solely from the negligence or 
willful misconduct of CITY, its officers, employees or agents. Payment by CITY 
is not a condition precedent to enforcement of this indemnity. In the event of any 
dispute between CONTRACTOR and CITY, as to whether liability arises from the 
sole negligence of the CITY or its officers, employees, agents, subcontractors or 
vendors, CONTRACTOR will be obligated to pay for CITY’S defense until such 
time as a final judgment has been entered adjudicating the CITY as solely 
negligent. CONTRACTOR will not be entitled in the event of such a 
determination to any reimbursement of defense costs including but not limited to 
attorney’s fees, expert fees and costs of litigation. 

16. NON-LIABILITY OF CITY OFFICERS AND EMPLOYEES 
No officer or’employee of CITY will be personally liable to CONTRACTOR, in the 
event of any default or breach by the CITY or for any amount that may become 
due to CONTRACTOR. 

17. INSURANCE 
A. CONTRACTOR and its subcontractors must maintain at its sole expense 

the following insurance, which will be full coverage not subject to self 
insurance provisions: 

1. Automobile Liability, including owned, non-owned and hired 
vehicles, with af least the following limits of liability: 

a. Primary Bodily tnjury with limits of at least $500,000 per 
person, $500,000 per occurrence; and 

Primary Property Damage of at least $250,000 per 
occurrence; or 

b. 

c. Combined single limits of  $1,000,000 per occurrence. 

2. General Liability including coverage for premises, products and 
completed operations, independent contractors/vendors, personal 
injury and contractual obligations with combined single limits of 
coverage of at least $1,000,000 per occurrence. 
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3. Workers’ Compensation with limits as required by the State of 
California and Employer’s Liability with limits of at least $1,000,000. 

B. The insurance provided by CONTRACTOR will be primary and non- 
contributory. 

C. CITY (“City of Torrance”), the Redevelopment Agency of the City of 
Torrance, the City Council and each member thereof, members of boards 
and commissions, every officer, agent, official, employee and volunteer 
must be named as additional insured under the automobile and general 
liability policies. 

D. CONTRACTOR must provide certificates of insurance and/or 
endorsements indicating appropriate coverage, to the City Clerk of the 
City of Torrance before the commencement of work. 

E. Each insurance policy required by this Paragraph must contain a provision 
that no termination, cancellation or change of coverage can be made 
without thirty days notice to CITY. 

18. SUFFICIENCY OF INSURERS 
Insurance required by this’Agreement will be satisfactory only if issued by 
companies admitted to do business in California, rated “BC” or better in the most 
recent edition of Best‘s Key Rating Guide, and only if they are of a financial 
category Class VI1 or better, unless these requirements are waived by the Risk 
Manager of CITY (“Risk Manager“) due to unique circumstances. In the event 
the Risk Manager determines that the work or services to be petformed under 
this Agreement creates an increased or decreased risk of loss to CITY, the 
CONTRACTOR agrees that the minimum limits of any insurance policies or 
performance bonds required by this Agreement may be changed accordingly 
upon receipt of written notice from the Risk Manager; provided that 
CONTRACTOR will have the right to appeal a determination of increased 
coverage by the Risk Manager to the City Council of CITY within 10 days of 
receipt of notice from the Risk Manager. 

A. 
19. CONFLICT OF INEREST 

No offcer or employee of the CITY may have any financial interest, direct 
or indirect, in this Agreement, nor may any officer or employee participate 
in any decision relating to the Agreement that effects the officer or 
employee’s financial interest or the financial interest of any corporation, 
partnership or association in which the officer or employee is, directly or 
indirectly interested, in violation of any law, rule or regulation. 

No person may offer, give, or agree to give any officer or employee or 
former officer or employee, nor may any officer or employee solicit, 
demand, accept, or agree to accept from another person, a gratuity or an 
offer of employment In connection with any decision, approval, 
disapproval, recommendation, preparation or any part of a program 
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requirement or a purchase request, influencing the content of any 
specification or procurement standard, rendering of advice, investigation, 
auditing, or in any other advisory capacity in any way pertaining to any 
program requirement, contract or subcontract, or to any solicitation or 
proposal. 

All notices, requests, demands, or other communications under this 
Agreement will be in writing. Notice will be sufficiently given for all 
purposes as follows: 

20. NOTICE 
A. 

1. Personal delivery. When personally delivered to the recipient: 
notice is effective on delivery. 

First Class mail. When mailed first class to the last address of the 
recipient known to the patty giving notice: notice is effective three 
mail delivery days after deposit in an United States Postal Service 
office or mailbox. 

2. 

3. Certified mail. When mailed certified mail, return receipt requested: 
notice' is effective on receipt, if delivery is confirmed by a return 
receipt. 

4. Overnight delivery. When delivered by an overnight delivery 
service, charges prepaid or charged to the sender's account: 
notice is effective on delivery, if delivery is confirmed by the delivery 
service. 

5. Facsimile transmission. When sent by fax to the last fax number of 
the recipient known to the party giving notice: notice is effective on 
receipt. Any notice given by fax will be deemed received on the 
next business day if it is received after 500 p.m. (recipient's time) 
or on a non-business day. 
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6. Addresses for purpose of giving notice are as follows: 

CONTRACTOR Contractor's Name and Address 

Fax: Insert Fax Number 

CITY: City Clerk 
City of Torrance 
3031 Torrance Boulevard 
Torrance, CA 90509-2970 
Fax: (31 0) 61 8-2931 

B. Any correctly addressed notice that is refused, unclaimed, or 
undeliverable because of an act or omission of the party to be notified, will 
be deemed effective as of the first date the notice was refused, unclaimed 
or deemed undeliverable by the postal authorities, messenger or overnight 
delivery service. 

Either party may change its address Qr fax number by giving the other 
party notice of the change in any manner permitted by this Agreement. 

C. 

21. PROHIBITION AGAINST ASSIGNMENT AND SUBCONTRACTING 
This Agreement and all exhibits are binding on the heirs, successors, and 
assigns of the parties. The Agreement may not be assigned or subcontracted by 
either CITY or CONTRACTOR without the prjor written consent of the other. 

22. INTEGRATION: AMENDMENT 
This Agreement represents the entire understanding of CITY and 
CONTRACTOR as to those matters contained in it. No prior oral or wiiten 
understanding will be of any force or effect with respect to the terms of this 
Agreement. The Agreement may not be modified or altered except in writing 
signed by both parties. 

23. INTERPRETATION 
The terms of this Agreement should be construed in accordance with the 
meaning of the language used and should not be construed for or against either 
patty by reason of the authorship of this Agreement or any other rule of 
construction that might otherwise apply. 
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24. SEVERABILITY 
If any part of this Agreement is found to be in conflict with applicable laws, that 
part will be inoperative, null and void insofar as it is in conflict with any applicable 
laws, but the remainder of the Agreement will remain in full force and effect. 

Time is of the essence in the performance of this Agreement. 

26. GOVERNING LAW: JURISDICTION 
This Agreement will be administered and interpreted under the laws of the State 
of California. Jurisdiction of any litigation arising from the Agreement will be in 
Los Angeles County, California. 

COMPLIANCE WITH STATUTES AND REGULATIONS 
CONTRACTOR will be knowledgeable of and will comply with all applicable 
federal, state, county and city statutes, rules, regulations, ordinances and orders. 

No delay or omission in the exercise of any right or remedy by a nondefaulting 
party on any default will impair the right or remedy or be construed as a waiver. 
A party's consent or approval of any act by the other party requiring the party's 
consent or approval will not be deemed to waive or render unnecessary the other 
party's consent to or approval of any subsequent act. Any waiver by either party 
of any default must be in writing and will not be a waiver of any other default 
concerning the same or any other provision of this Agreement. 

Except as provided for in Paragraph 15, in any dispute, litigation, arbitration, or 
other proceeding by which one party either seeks to enforce its rights under this 
Agreement (whether in contract, tort or both) or seeks a declaration of any rights 
or obligations under this Agreement, the prevailing party will be awarded 
reasonable attorney's fees, together with any costs and expenses, to resolve the 
dispute and to enforce any judgment. 

All exhibits identified in this Agreement are Incorporated into the Agreement by 
this reference. 

25. TIME OF ESSENCE 

27. 

28. WAIVER OF BREACH 

29. ATTORNEY'S FEES 

30. EXHIBITS 

31. CONTRACTOR'S AUTHORITY TO EXECUTE 
The persons executing this Agreement on behalf of the CONTRACTOR warrant 
that (i) the CONTRACTOR is duly organized and existing; (ii) they are duly 
authorized to execute this Agreement on behalf of the CONTRACTOR; (iii) by so 
executing this Agreement, the CONTRACTOR is formally bound to the provisions 
ofthis Agreement; and (iv) the entering into this Agreement does not violate any 
provision of any other Agreement to which the CONTRACTOR is bound. 
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CITY OF TORRANCE 
a Municipal Corporation 

Frank Scotto, Mayor 

ATTEST: 

Sue Herbers 
City Clerk 

APPROVED AS TO FORM: 
JOHN L. FELLOWS I l l  
City Attorney 

By: 

55 

Firm Name 
Type of Entity 

By: 
Signer 
Title 

Attachments: Exhibit A Scope of Services 
Exhibit 6 Compensation Schedule 

Revised: 10/29/2008 
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EXHIBIT A 

SCOPE OF SERVICES 

[To be attached1 
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EXHIBIT B 

COMPENSATION SCHEDULE 

[To be attached} 
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ATTACHMENT E 

April 27,2010 

City Clerk 
City of Torrance. 
303 1 Torrance Boulevard 
Torrance, CA 90503 

Via Federal Express 
Priority Overnight 
Airbill No. 7934-8822-9412 

Re: Utility Billing Services 

Global Water Management, LLC (“Global Water”) is pleased to submit this response to the City 
of Torrance Customer Service Request for Proposals. We are excited about the opportunity to 
submit a proposal on this important project for the City of Torrance. 

We have assembled an experienced and available team to provide the necessary management and 
information technology services for this project. Jason Bethke, PE (Arizona), with over 15 years 
of experience, will lead the team. 

Global Water has deployed this technology platform within its own utilities and has 
demonstrated incredible labor efficiencies, reductions in power and chemical consumption 
greater than 20 percent, and increased the level of customer service. 

We believe the Global Water team demonstrates the necessary expertise and is uniquely 
qualified to provide the requested services. We appreciate the opportunity to submit our 
qualifications and proposal for your consideration. 

Sincerely, 

GLOBAL WATER MANAGEMENT, LLC 

Jason Bethke, PE (Arizona) 
Vice President 
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A. INTRODUCTION 

G lo ba I Water 

Global Water owns and operates 14 regulated, private water 
and wastewater utilities within the State of Arizona and is one 
of the world’s leading innovators in water management. 
Through multi-million dollar investments in people, 
processes, and technology, Global Water utilities are now 
some of the greenest, most efficient operations anywhere. 
As current economic conditions demand that utility providers 
do more with less, Global Water is utilizing proven, integrated 
cost-saving platforms. 

Global Water brings a set of core beliefs to the operation . I ‘  

b 

Water is a scarce commodity that’must be  conserve‘d 
and actively managed; 

source that must be used to the benefit of our 

nce with all regulatory structures is paramount and is in the public interest, 

a partnership with our customers that generate water conserving 

. ( 3  0 -  

These beliefs have been integrated into the deployment of over $300 million in capital 
projects t o  support our utilities in the past five years, and the development of a sector 
leading information technology (IT) platform. This IT platform optimizes utility operations 
by finding and managing efficiencies, increasing the level of customer service, and 
eliminating unnecessary expenses. Instant access to information provides management the 
ability to make timely decisions and drive recurring costs (power, consumables, and labor) 
of utility operations to their theoretical minimums. This same commitment to efficiencies 
has been applied t o  our customer service and billing platforms. 

These customer service, billing, and IT platforms were constructed to  be infinitely scalable. 
As such, we can now offer access to  these systems and significant savings to the utilities we 
serve. In the pages that follow, we will demonstrate how our organization can deliver these 
cost cutting technologies to the City of Torrance without the typical risks associated with 
them. We hope you will agree Global Water Management is the best choice for your City‘s 
future and we look forward to working with you. 
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1. Describe your company's call center. 
I 

Located in one of the safest areas of the United States for call center and data management 
activities, Phoenix, Arizona is historically free of natural disasters. Our center was originally 
developed to  service the Global Water utilities customers and as a result our team of customer 
service representatives is trained not only in how to  efficiently process a payment, but to assist 
customers through al l  the various water related customer calls. This has reduced the volume of 
calls that have to be elevated to our operations staff. This level of expertise is a benefit that 
you can only receive from a provider that services i ts own utilities. 

Throughout our proposal we will commonly reference the benefits that we receive from the 
systems in our existing utilities. For clarification, our offering adds your customers into exactly 
the same systems we use to operate our 14 utilities. So as we add efficiencies that impact our 
operations team, you can expect to benefit directly as well, 

We also appreciate that other than walk-in customers, the call center is the most expensive 
ceive a payment. As we will discuss in other portions of the proposal, our systems are 

designed to move customers to  automated and computer based payment systems. 

Our call center is built around the following workflow: 

. .  

1) Generate an accurate, easy to  understand water bill that will reduce call volume. 
2) Customer generates phone call to customer service center. 
3) Phone call is answered immediately by IVR phone system. 
4) The IVR system is designed to  reduce the number of calls that must be answered live 

and categorize the calls for optimal processing times. The IVR executes the following: 
a. Provides general information, directions, hour of operations, etc (specific to  

Torrance). 
b. Separates the calls into reconnection of service calls due to non-payment, 

regular payment calls, and other service calls. 
c. Each of these call center queues is managed on a continuous basis to  achieve the 

desired service level with priority wait times being given to other service calls, 
regular payment calls, and finally reconnection of service calls due to non- 
payment. 

d. Process payments via the IVR system or report a non-emergency event. 
5 )  If the customer chooses not to  use the IVR system t o  make a payment or report an 

event, the call is answered by our team of customer service representatives. 

6) Using our state of the ar t  customer information system, the customer request is 
processed by the representative. Based on the customer's request, a series of service or 
work orders may be generated by the system. 
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If the service order can be processed by the 
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field involvement, the order is processed 
immediately and available for use. 
If the service or work order requires any field 

the operation dashboard and is assigned to 

I 

ir 

work, the work order appears instantly on / 
1 

the designated personnel in the field work 
order management system. 
Upon completion of the work order, the completed information is instantly available for 
the customer service representative to  accept the data into the system, close the work 
order, and inform the customer. 

The call center in Phoenix, Arizona was constructed five years ago using state of the ar t  
telecommunication equipment designed to accept 750,000 customer contacts per year. The 
center is currently operating a t  just over 100,000 customer contacts per year. 

After hours support is critical to the operational readiness of our organization and yours. We 5 

employ three key strategies to  ensure after hours support is  available to our customers and 
operations teams without burdening our operations team with unnecessary requests. These 
include the following: 

3) 

Our IVR system is running 24 hours a day 7 days a week. This provides for payment and 
non-emergency events to be received without a live agent answering the phone. 
Customer Service Representative - On-Call Rotation. We have applied our operations 
On-Call rotation program to  our customer service teams. This On-Call rotation with 
experienced utility customer service representatives greatly reduces the call volume 
being transferred to the operations teams. 
Emergency Overflow - On occasions on-call customer service representatives can be 
overwhelmed by higher than normal call volume. In these cases the on-call customer 
service representatives can activate emergency messaging on the IVR system and 
overflow calls to a third party service. 

As a result of structuring the call center around this nine point workflow, the customer 
information system tracks all customer information in a service and work order format. This 
format allows nearly infinite reporting options, classifications of priority work orders, and 
actionable information to our utility managers and the City of Torrance. 

This of state of the ar t  technology, dedication of work flow processes, and training of utility 
customer service representatives creates a customer experience that is unmatched in the 
industry. 
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2. Describe your company's Interactive Voice Response (IVR) System. 

Global Water believes that most people would prefer to  interact with a live agent rather than 
an IVR system. We also believe the technology must be implemented in the utility sector to  
improve efficiencies and have widely adopted IVR as an alternative to customer service 
personnel. The key is to deploy IVR in the areas where it can have the greatest impact and 
developed it in as user friendly a manner as possible to drive adoption. We have found that IVR 
is best deployed in the following areas: 

1) Receiving and processing regular check and credit card payments - Our IVR system 
allows these calls to be processed 24 hours a day 7 days a week. Customers who desire 
to call in a payment can receive an excellent customer service experience through this 
automated system. 

2) Late notice and collections - Using IVR in this manner can be a shift for utilities, but is a 
highly effective one. Outbound IVR is a specialty of Global Water, designing campaigns 
to  communicate with customers and drive demand pattern changes. In our late notice 
and collection campaigns, customers receive a phone call reminding them that their 
payment is past due with an option to pay now using the IVR system. Then, beginning 
five days prior to  disconnect the IVR system calls customers nightly informing them of 
the disconnect date and providing them an option to pay now or accept a payment 
arrangement to  continue service. The program reduced our disconnect service orders 
and moved over 95% of our current receivables into the less than 30 day column. 

3) Outbound Customer Service - When linked to  our asset management application, 
customers affected by main breaks or other utility issues can be notified automatically 
by phone using the break trace and customer features. 

. 

Of course, customer campaigns can be designed to address a host of other issues. 

Although not specifically requested in the request for proposals it i s  worth discussing the trend 
toward SMS (Text) messages and email notifications. These can be equally and sometimes 
more effective than IVR systems. Customers who sign up for email and SMS notifications on 
the Web customer care portal can receive alerts, information, and bills over these systems - a 
great tool for conservation management and modifying our customers water usage behavior. 

3. Provide your Company's background. 

Global Water owns and operates 14 regulated, private water and wastewater utilities within 
the State of Arizona and is one of the world's leading innovators in water management. 
Through multi-million dollar investments in people, processes, and technology, Global Water 
utilities are now some of the greenest, most efficient operations anywhere. As current 
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economic conditions demand that utility providers do more with less, Global Water is utilizing 
proven, integrated cast-saving platforms. 

Global Water brings a set of core beliefs to the operation of every utility, including: 

e 

e 

Q 

e 

Water is a scarce commodity that must be conserved and actively managed; 
Recycled water is a renewable resource that must be used to the benefit of our customers 
and the environment; 
Compliance with all regulatory structures is paramount and is in the public interest, and; 
It requires a partnership with our customers that generate water conserving behavioral 
changes. 

These beliefs have been integrated into the deployment of over $300 million in capital projects 
to support our utilities in the past five years, and a sector leading information technology (IT) 
platform. This IT platform optimizes utility operations by finding and managing efficiencies, 
increasing the level of customer service, and eliminating unnecessary expenses. Instant access 
to  information provides management the ability to make timely decisions and drive down 
recurring costs (power, consumables, and labor) of utility operations to their theoretical 
minimums. This same commitment to efficiencies has been applied to our customer service and 
billing platforms. 

These customer service, billing and IT platforms were constructed t o  be infinitely scalable.( As 
such, we now can offer access to  these systems and significant savings to the utilities we are 
providing services to. 

Global Water customers, after receiving their bill, can pay online over their bank's Internet bill 
pay site, via the Web-Portal, ACH auto payment, credit cards, eCheck over the phone or Web- 
portal, or the integrated voice response system (IVR) via phone to  make payments on their 
account. These services are already being provided monthly to  Global Water utility customers 
and can be provided t o  the residents of Torrance using the same systems already in daily use. 

Global Water currently provides the Town of Buckeye with wastewater billing services for 
roughly 6,000 accounts per month as part of the water billing to  our existing customers. Global 
Water is currently providing billing, remittance management, customer service, collections and 
reporting for Red Rock Utilities, a private utility in Tucson, Arizona, meter reading, customer 
service and billing for the City of Menlo Park, California, and is the in the fins\ stages of 
providing our utility billing platform to  the City of Covina, California as Software as a Service. 
Global Water was also recently selected to  deploy and finance the installation of a fixed 
network meter reading system for their 8,600 accounts. 

A l ist of references and projects are provided below that document Global Water's experience 
and expertise in providing the requested services for the City of Torrance. 

c Fk 
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4. Provide proof of financial stability (audited financial statements - past two years). 

Global Water is a privately held organization with substantial resources and a balance sheet in 
excess of $350 million dollars. We are not comfortable providing audited financials in a 
document that is part of the public record. We are, of course, capable of documenting our 
financial stability and do this on a regular basis with our regulators, who must deem the 
company and i ts management financially and technically capable of providing utility services. 

5. Proposed delivery and installation schedule. 

Global‘s systems were originally designed knowing Global was an aggregator of privately held 
utility companies. Only recently has the organization begun to  offer its industry leading back 
office and asset management practices to the municipal sector to  assist other utilities in gaining 
from the advances in these management systems. 

This provides us the ability to  quickly deploy these systems into the municipal sector. What we 
realized early in systems development is that many private water companies didn’t have an 
accurate account of their meter inventory or customer count. Customer information and 
permitting systems of the past, in many cases, were defeated by users or integrations and 
customers were lost from the system. As a result, Global’s delivery and installation of the new 
systems minimizes the reliance on the old customer information system. 

WE GO RIGHT TO THE SOURCE OF THE DATA to ensure we are billing every customer. In total, 
this process will consume approximately six months. Three months for the initial 10,000 
customer accounts and one month for each additional 10,000 customer accounts with one 
month of contingency. Our implementation process is outlined below: 

Implementation Work Plan 

TASK 1 - Meter Audit (Paper1 

3) 

Obtain County tax records and parcel 
data. 

Utilize tax records develop a location 
identifier (Service ID’S) in a GIs 
format. 

Compare existing CIS customer data 
to tax ID records and generate 
reporting on matching accounts, and potentially missing meters. 
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Procure aerial photograph of the area. 

Synchronize the customer address file, service ID’S and aerial photograph. 
Generate reporting on existing meters expected, missing meters, and 
development areas and non-water consuming parcels. 

Process all addresses through the US Postal Database to correct any incorrect 
address information, such as streets recorded as avenues, etc. 

Load data into U1 Panasonic Toughbooks and Global Water developed meter 
audit GIS application. 

TASK 2 - Field Audit 

Visit each paper audit meter location 
or suspected meter location and 
photograph each meter location, 
meter serial number, and home or 
business. 

Confirm and/or correct information in 
loaded into the meter audit application. 

3) Utilizing our GPS enabled cameras, record each GPS location or each photo 
graph providing GPS locations for each meter box and meter. 

TASK 3 

4) Synchronize paper audit to  field audit. 

5) Confirm results with City and batch 
load customer, location, and meter 
data into the system. (This is also an 
excellent time to review meter 
reading routes for optimization.) 

- Customize CIS Application 

1) Conduct a series of business rule meetings with the City to  ensure all billing 
rules and policies are properly communicated. 

2) Develop a business rule document, including rates and fees. 

3) Submit and obtain approval from the City. 
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Customize and deploy the 
management system. (Please note 
our management system consists of a 
series of geocentric tools designed to 
facilitate reporting and the execution 
of field work. Traditional customer 
information systems are designed for 
the call center environment.) 

L.. 

Train City staff in the use of the Geocentric Management system and 
reporting. The management system is deployed to  the City over the internet 
and requires no IT management or equipment from the City, with the 
exception of an Internet connection and a standard computer. 

TASK 4 - System Testing and Online Bill Pay System 

1) Generate a testing plan for City approval, complete with mock billing run, 

2) Collect meter readings and process 'into test environment. 

3) Generate billing insert t o  inform customers of the billing system change. 

4) Present online bill payment and read history data of mock customers to  City 
staff for approval. 

5) Upon City approval, move the system to the live environment. 

6. Will you provide monthly and bi-monthly residential billings for Water, Sewer, and 
Ref use? 

YES. Global Water's Systems have the ability to bill customers on cycles that provide an even 
workflow for field service personnel and customer service activities. Global Water will be able 
to  provide cycle billing to the City which improves cash flow, customer service and field service 
operations. 

The customer information system currently manages all of Global Water's owned utilities and 
several for which we provide services similar to ones requested by the City of Torrance in this 
proposal. Currently, all of our customers and managed customers are billed monthly to 
enhance remittance management and ensure collection. To the extent the City wishes to bill its 
customers bi-monthly, we can accommodate this request. We can also provide supplemental 
meter reading services to move to monthly billing. But if the City is interested in moving to 
monthly billing we highly recommend our full financed fixed network meter reading system. It 
provides 720 reads per meter per month without mobilizing a single meter reader or truck. 

WATER 
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With full meter replacement these system can be installed for about $4 dollars per meter per 
month and provides all the data you need to meet your 20% reduction in water consumption. 

Global currently bills water, sewer, and refuse to customers on a monthly basis. Moving to  bi- 
monthly is a simple configuration in the billing system and can easily be reversed when monthly 
billing is required. 

7. Will you provide monthly billing for commercial water and sewer accounts? 

YES. Global Water’s system will bill your customers within 2 days of receiving the water meter 
read. We will even.provide a schedule of customer billings and inform the City if we do not 
receive an expected read to bill the customer. This would be provided in the form of an 
electronic work order requesting a meter read for the account. 

8. Provide a sample of your user friendly bilt billing. 

A sample bill is attached for your review. Please note that we believe as water scarcity 
becomes more critical that customer participation in these goals requires simplified bills that 
focus on consumption. As a result, we expect that bills will also need to  adjust. Our approach 
to  bill formatting is therefore somewhat different, and we focus on making it easy to modify 
the bill format and insert communications to the customers. 

Our system can add comments t o  the bills a t  the direction of the City to inform customers of 
upcoming events or possible system leaks. 

We also generate a complex and complete billing file for our print bill vendors. This allows the 
vendors to obtain al l  the information they need directly from the bill print file and eliminates 
the possibility of calculation errors and simplifies the bill print format changes. 

Therefore, we can offer the City a custom bill print format designed to  meet the specific needs 
of the City. These customer bills include City logos and can be designed to eliminate any 
mention of Global Water Management as the provider of these services. 

We do prefer to maintain our Phoenix, Arizona return address to improve customer service 
levels but can be flexible if this becomes an issue for the City. 

9. Will you provide and distribute messages, notifications, and bill inserts? 

YES. The bill format we design together will have a distribution message block for use by the 
City. We can also include notifications for high usage and leakage notifications. We included 
four billing inserts a year in our pricing. The inserts can be either full 8 X by 11 inch or 1/3 
inserts. We did not include the cost of printing the inserts but can accommodate this request 

I 
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as well. We are currently in the process of distributing consumer confidence reports on water 
quality to many of our customers using this process. 

10. Will you customize bills and/or management reports (unit of measure, quantities, and 
dollars)? 

YES.  The management platform for reporting generates the following standard reporting. We 
also have a host of other utility management reporting that is available through many of our 
other automatic meter reading and asset management offerings. We use this reporting to 
manage our utilities on a daily basis. If we don't currently have a report and it generates 
information that is helpful to reduce costs or increase revenue - we will create it free of charge. 

Most of our standard reporting is presented in gallons to drive customer awareness. However, 
utility specific reporting is available in gallons and/or cubic feet. Financial reporting is available 
in US dollars. 

Billing customization was discussed in the early section. We will work together to customize 
the City of Torrance bill prior t o  going live. 

It is  important to  note that our reporting infrastructure is built on a Microsoft platform for easy 
integrations: The reports are also auto-generating and are posted to  a Website we host for the 
City each night. This way any of the standard reporting is available for your use whenever you 
need it. 

11. Will you accommodate multi-tiered billing, including conservation measures and/or 
changes in the rate structure, including proration of rates? 

YES. One of Global Water's founding principles is that water is a scarce resource. One of the 
core methods of impacting water use is demand side management and pricing signals. So we 
not only build the systems to accommodate multi-tiered billing, water budgets, prorations of 
rates, etc. We absolutely understand why these are critical. In a recent rate case we proposed 
a six tiered rate structure with rebates for conserving water. Since the top tiers of this rate 
proposal are punitive - it is  critical to communicate with the customer on a more frequent 
basis. AMI to detect leaks, text messages to  inform customers that they are entering higher 
tiers, as well as Web portals to  manage their water consumption. 

Our regulatory and rate design teams can even help review rate structures and propose 
modifications that allow water conservation without impacting the need to  maintain certain 
revenue requirements for debt and bond repayments. 

We believe in water scarcity management as a tenet of our organization and our systems 
absolutely support us in this belief. We are offering to let them support you as well. 
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12. Will you provide discount rate structure for senior citizens/low income and disabled 
customers? 

Global customer information systems will accommodate your requirement for a rate structure 
for senior citizens, low income and disabled customers, and any changes to these rate 
structures as contemplated by your pending rate study. It will also accommodate payment plan 
arrangements and manage these agreements to  ensure the maximum amount of revenue due 
the City i s  collected. 

13. Will you provide wire transfer daily cash cotiections? 

YES. Global shall remit by either direct deposit or wire transfer to the City all remittances 
received by Global for the previous business day. Our remittance management separates all 
receivables by utility and thereby ensures all funds remain distinct. 

14. Will you provide an effective and efficient interface with the billing information system 
(personnel computers, and by telephone) as prescribed by the City of Torrance? 

YES. It should be noted that customer 
information systems are designed with the 
customer service representative in mind. 
They have never been designed for 
management or field operations staff. As a 
result, we do not force our clients to obtain 
their information or process their work in an 
application that was not designed for them. 
As a result we provide , t w o  different 
interfaces for managers and operators. The first is the dashboard for our utility master data 
management application. This application sources data from the customer information system 
and displays the data requested in an easy to  use, geospatial and graphical presentment. The 
second application is our Cityworks work order management system designed for field work. 
This application allows operations to view customer information data and action work orders. 
It removes the need to  issue paper work orders and once completed in the field the customer 
service team is instantly aware of the completion. 

Integration into the financial billing system or other applications is facilitated with file transfers. 
We will generate a file transfer and upload process into the financial system as part of our 
deployment. These can be executed daily with the wire transfers. 
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We also provide a direct line for operational support calls if the City requires information from 
the CIS system that is not available through the reporting, dashboards, work order 
management systems, or file transfers. 

All file transfers and reporting can be supplied in summary and or detail formats to meet all 
GASB and audit requirements. 

15. Will you provide interface with Neptune Handheld meter reading devices and N Sight 
(formerly Equinox) compatible for Automated Meter Readings? 

YES. Global Water is currently installing its own 
Neptune R450 fixed network. Once completed, 
Global Water will be operating three fixed networks 
along with drive-by systems. This Neptune system is 
replacing our last owned utility utilizing manual meter 
reads. Due to  the varied nature of our meter reading 
systems, we have developed integrations to  all major 
meter reading protocols. 

-.-__a*-- ' .  . 

Lt is  impossible t o  generate accurate bills without accurate meter reads. Our integrations to al l  
meter reading system have been properly testing as a result and our robust exception reporting 
assists with identifying non-accurate bills prior t o  them reaching a customer. 

16. Will you provide payment service t o  the City of Torrance customers using the methods 
listed below? 

E-Bill Paperless Billing 
o YES, customers can elect to  receive an ebill. The bill i s  presented in our customer 

portal which provides usage history, transaction history, read history, the 
opportunity to  sign up for various notifications and view or print their bill. 

0 Paybyphone 
o YES, customers can speak to a customer service representative or utilize the IVR 

system to make a payment. 
PaybyMail  

o YES, all mail payments are directed to a lock box facility. The payments are 
opened, scanned and processed into an upload file for the customer information 
system. Funds are then transferred to  the appropriate entity based on utility. 

Pay by Debit/Credit Card 
o YES, customers can pay by Debit/Credit cards as well as eCheck which allows 

them to use their existing checking account. Customers are charged a 
convenience fee of 2.85% for credit and debit cards. 
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0 Pay at City of Torrance 
o Yes, Global will develop a full service center in the City of Torrance that will be 

staffed during regular business hours. 

o Global also provides for customers to pay using their personal bank‘s payment 
site. This requires registration with all major banks to ensure the City of 
Torrance appears as a billing choice. Global Water has already been approved by 
the banking system to offer this additional convenience to your customers. We 
simply will add “City of Torrance - Water” to this existing approval. 

o Global provides customers to sign up for ACH or automatic debit from their 
checking account. This process is available on-line through our ebilling services. 

o Global also offers a “Pay Now” feature on the customer portal. This feature 
allows anyone to pay their water bill without gaining access to their. It’s great 
for parents who need to help their kids.or kids helping their parents, It is  also 
super convenient if you’re on the go and with dashboard access to balances 
allows any City employee to assist a customer in paying their bill online. 

0 Pay a few others ways 

17. Will you provide Internet payment and customer inquiry capabilities? 

Global will provide the capability for customers to pay their bills over the Internet in two ways. 
They will be able to  use the Web-portal to  look up their own account balances and make 
payments by credit card and eCheck or they can make a payment over the Internet using their 
bank‘s Internet bill payment facilities. Global will have the City of Torrance certified to accept 
Internet bit1 payments and have these payments uploaded automatically into our CIS. This form 
of receiving payments is the fastest growing electronic payment segment. 

18. Will you respond and answer customer inquiries within a satisfactory time frame (70% of 
the answered calls within 60 seconds and must maintain fewer than 7% of dropped calls)? 

YES. Global Water can commit to a service level agreement that 70% of al l  calls are answered by 
a customer service representative in less than 60 seconds after the customer removes 
themselves from the IVR system, which answers calls immediately. After reviewing the data 
and customer patterns we believe we can also sign service level agreements that maintain 
abandon calls a t  less than 7 percent. Distribution system events such as line failures or low 
pressures would be excluded from these measurements. 

Global Water has traditionally not maintained this service level as our service level targets were 
set slightly lower. However, we understand the need to increase service levels for this contract 
and as our systems were constructed to  maintain a service level in excess of these 
requirements it is simply a manner of hiring and training additional customer service 
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representatives. Our six month deployment window will allow more than enough time to 
establish the appropriate staffing levels. 

19. Will you route telephone calls to the appropriate City staff? 

YES, we will be happy to route phone calls to  City of Torrance personnel as required. However, 
our customer service representatives are trained to handle most water and wastewater related 
customer calls. We will work to  only transfer calls to the City that reach an elevated status. 

20. Will you provide the City with access to all account information including recorded time 
tracking, monitoring device reports etc., with licensing for five concurrent users? (Must 
include direct, view only, and add notes access by City employees to  all functions of customer 
accounts). 

YES. It should be noted that customer information systems are designed with the customer 
service representative in mind. They have never been designed for management or field 
operations staff. As a result, we do not force our clients to obtain their information or process 
their work in an application that was not designed for them. As a result, we provide.two 
different interfaces for managers and operators. The first is the dashboard or utility master 
data management application. This application sources data from the customer information ' 
system and displays the data requested in an easy to use, geospatial and graphical 
presentment. The second application is our Cityworks work order management system 
designed for field work. This application allows operations to view customer information data 
and action work orders. It removes the need to issue paper work orders and once completed 4n 
the field the customer service team is instantly aware of the completion. 

We will therefore provide the City access to i ts CIS data for up to  five concurrent users; this 
access will be restricted to direct, view only with the ability to  add notes to customer's 
accounts. A Global CIS specialist will train the appropriate City personnel on the effective and 
efficient operations of the management software. 

21. How will you provide effective and efficient coordination and communication with the 
City? 

We have focused on how our technology can be leveraged to  increase revenue and reduce 
operational costs while increasing service level throughout our response. With the increase in 
data, it is sometimes difficult to  transition this data into usable actionable information to 
reduce costs. Our mission is to help your City achieve the same benefits from our technology as 
we have - and communication is the key. 
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Global Water will personally review monthly reporting on customer service levels, exception 
reporting, water consumption and a host of reporting elements monthly with your 
management team. This is also an opportunity to express any items that could be working 
better or any performance concerns. .We will trend customer service levels, water 
consumption, and other key metrics and review and discuss any emerging concerns. 

Of course, our project manager will be easy to reach via cell phone or email, but these monthly 
reporting meetings are critical to  achieving the best possible results from our services. 

Reviewing the technology, our systems are easily accessible over air cards in laptops or simply 
over the Internet. We will leverage our investment in CIS, GIs, CMMS and reporting to provide 

'you with the same levels of service we demand for our own utilities. The City of Torrance 
personnel will have the ability to  receive work orders electronically in the field via air cards on 
Tough Book computers for all field customer service related work orders. This will allow the 
City's field service personnel t o  remain in the field executing work orders electronically and 
being able to close and report on the work orders in real time. An example of this would be if 
Global receives a payment from a customer that has been disconnected for non-payment. The 
work order will be generated in the CIS software and electronically sent to the City's field 
customer service personnel instantaneously to prevent the disconnect. 

22. How do you provide a satisfactory response time t o  the customer? 

Global provides satisfactory response time to customers through the careful deployment of 
real-time information systems, by eliminating paper based work orders and moving to 
electronic work order. Field service personnel can spend more time in the field executing the 
work and less time managing the paperwork. A good example of this is when the work order 
generates a financial transaction like a meter re-read or service connection. Once completed, 
the electronic work order will trigger the CIS to  create a bill for this service and include this 
service on the next bill. This highly automated, integrated system eliminates redundant data 
entry and the errors that are introduced through these process&. 

For email communication, each email is provided a tracking number to ensure a timely 
response. These and al l  open work orders are reviewed daily to  ensure al l  customers are 
contacted with the status of their open request. 

23. Describe how you will provide interface and electronic transfer of information between 
billing, meter reading, or customer service to the City. 
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Global Water is always pleased to work with Cities that understand in order to truly reduce the 
costs of operations and understand revenue, you must combine sources of data to gain new 
actionable information. The integration of data is incredibly powerful and we credit our 
integrated utility management platform with reducing labor by 40% in some utilities, and 
power and chemical costs by 20% a year for two years running in others. 

At  the most technical level, we will utilize database triggers, log shipping and file transfers to 
create and manage the interfaces to any other City databases. 

Because our systems are deployed to  the City over the Internet, much of the complexity is 
removed as the City is working directly in our applications and integrations are not required. 

. 

There are two critical areas of integration on this project that require discussion. The first is the 
meter reading file. The City will maintain the manual meter reading process. Typically, the 
integration process into the billing system starts with the billing system. A read file is exported 
from the billing system into a handheld unit for read population. The reads are populated into 
the handheld and a file is transferred back to the billing system. This traditional approach 
works well and we are fully capable of this work process. This process requires the ability to 
export the read file t o  the handheld in a format acceptable to the handheld. 

We are also capable of uploading meter numbers, reads and trouble reports directly into the 
billing system. This allows simple integration into whatever process by which the City decides 
to  collect reads in the future. If this process is  utilized, we first take the reads into our GIs rkad 
management application and process all exceptions, issue work orders, and perfect the reads to 
simply the billing process. 

The second critical integration point is integration into the financial system. The simplest form 
of this is a daily file transfer into the financial system. Our systems export and upload the file to 
the City and the City downloads and imports the file into the financial system. This process can 
of course be automated but we recommend daily updates to the financial system. 

24. How will you provide electronic submission (via IVR, email, etc.) of your customer service 
requests t o  City using either City approved form or in a format that can be interfaced? 

Global can email service orders directly from the CIS 
application to  the City if requested. However, our 
integrations to  the management platform provide for \ 
work order assignments directly to  the required i 

personnel. In this case, email is actually slower than this ; 
real time integration. We have proposed five concurrent 1 
accesses to this management platform to receive and 
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action all workorders. The dashboard is available to al l  City employees and provides a real time 
view of service and work orders occurring. 

If the City has another platform it wishes to  use to execute workorders we are happy to discuss 
integrating the application. 

25. Will you designate personnel as a service coordinator/liaison to  the City? 

Global Water’s project manager will personally review monthly reporting on customer service 
levels, exception reporting, water consumption, and a host of reporting elements with your 
management team on a monthly basis. This is also an opportunity to express any items that 
could be working better or any performance concerns. We will trend customer service levels, 
water consumption, and other key metrics and review and discuss any emerging concerns. 

Of course our project manager will be easy to  reach via cell phone or email, but these monthly 
reporting meetings are critical to achieving the best possible results from our services. 

26. Will you incorporate the City of Torrance policy for non-payment shut off notices? 

Global will integrate the City’s current policy for non-payment and shut off notices as well as 
make any future changes to  these policies and notices if and when staff makes 
recommendations to  the Mayor and Council to change these policies. 

27. How will you provide a 24-Hour call center with the ability to noti% the appropriate City 
departments in case of emergency? 

Global Water will staff the 24 hour call center as detailed in Question 1 above and repeated 
below. This approach will ensure that someone is available to contact the City by moving down 
a contact tree in case of emergency. 

“After-hours support is critical to the operational readiness of our organization and yours. We 
employ three key strategies to ensure after hours support is available to our customers and 
operations teams without burdening our operations team with unnecessary requests. These 
include the following: 

1) The IVR system is running 24-hours a day 7 days a week. This provides for payment and 
non-emergency events to be received without a live agent answering the phone. 

2) Customer Service Representative - On-Call Rotation. We have applied our operations 
On-Call Rotation program to our customer service teams. This On-Call Rotation with 
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3) 

experienced utility customer service representatives greatly reduces the call volume 
being transferred to the operations teams. 
Emergency Overflow - On occasion, the on-call customer service representatives can be 
overwhelmed by higher than normal cal l  volume. In these cases, the on-call customer 
service representatives can activate emergency messaging on the IVR system and 
overflow calls to a third party service. 

As a result of structuring the call center around the nine point workflow, the customer 
information system tracks all customer information in a service and work order format. This 
format allows nearly infinite reporting options, classifications of priority work orders, actionable 
information to our utility managers and the City of Torrance.” 

28. Will you provide a policy for appeal hearings, adjustments, and/or resolutions? 

We will work together during implementation to develop these policies. We have guidelines to 
start from but we are executing a service for the City. These policies therefore must be 
approved by the City for our implementation. Global currently has policy and procedures in 
place for these act ivies inside our own utility operations which can be shared openly with the 
City. As adjustments have financial impacts, these policies and procedures will be agreed upon 
in advance and communicated to  the customer service personnel from Global in order to 
provide uniform service delivery to  the residents of the City and fair and equitable means’to 
provide appeals, adjustments and bill related resolutions. 

29. Will you provide electronic customer payment policy? 

Global will provide a policy around the receipt of electronic payments 

30. How will you provide a full service office located in the City of Torrance for customer 
payments? 

Global has explored several options to  provide a local presence for customers of the City in a 
cost effective manner. Global has investigated the following options in order of likely cost 
effectiveness: 

1. Install a kiosk for payments in City Hall as well as a cash drawer and personnel to assist 
customers with walk-in bill paying service, establishment of new customer accounts, closing 
existing accounts, transferring service, handling customer inquiries and complaints, and 
offering customers assistance regarding City water utility operations and customer service. 
This would be Global staff resident in the City offices or could be City personnel trained by 
Global and paid by Global to provide these services. 
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2. Establishment of a relationship with an existing City of Torrance business like a local bank or 
credit union or other utility provider in the City to  perform these functions on behalf of 
Global and trained by Global. 

3. Establishment of a small customer service office in the City of Torrance to provide these 
services to the residents of the City. 

31. How will you receive payments 24 hours a day, seven days per week? 

Once customers receive their bills, either by email or 
regular mail, they will be able to  access their accounts 
through a Website. This Website can be linked to the 
City of Torrance’s Website, if desired. Customers will 
have the ability to perform the following functions 
through this Web portal into the billing system. This 
system will be available 24 hours per day seven days per 
week, other than scheduled maintenance windows that 
will be communicated to the customers similar to when banks perform maintenance on their 

3 Internet bilLpayment sites. 

Review their current bill 
Review payment history 
Review their monthly usage and compare it with previous 24 months of usage 
Compare their water usage with other homes in their neighborhood (without knowing 
specific addresses) 
Compare their water usage with the average for the City 
Set up automatic payment plans utilizing ACH or credit cards 
Pay their bill by e-check, which is  an electronic method for the customer to pay using their 
checking account online 
Customers will have access to  make payments over the IVR 24 hours per day seven days per 
week 

32. Will you provide customer service hours of operation at a minimum, from 7:30am to 
5:30pm Monday through Friday, Pacific Standard Time? 

Global will provide customer service during these hours of operation and will adjust its staff to  
accommodate the shift in time zones that occurs for half the year. 

33. What are your customer service hours of operation? 
I 
I 

See answer above to Question 32. 

&R 
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34. Do you have or will you have an answering service for non-operating hours that will 
notify the appropriate City staff? 

Yes. See answer above to Question 27. 

35. Will you incorporate the City’s payment ptan policy for delinquent and or slow moving 
accounts Incorporate City policies with the company‘s existing policies? 

Global will accommodate payment plans for delinquent and slow paying accounts based upon 
the policies in place a t  the City. 

36. Will you provide monthly and on demand reports to  the C i t y  that are “Windows” based 
and compatible with the City‘s current version of Microsoft software, and have an interface 
link to the City‘s New World financial system? 

Global will provide a Microsoft SharePoint site for the 
electronic distribution of all reports required by the 
City and for the management of the distribution of 
these reports. Many of the reports can be 
automatically sent to  the required recipient as 
designed by the City. Global will provide the necessary 
interface to provide the New World Financial system 

with general ledger transactions and make available any reports required for accounting and 
audit purposes. 

37. Provide sample of reports as requested in the RFP - Detailed collection and financial 
reports by geographical areas, by account, by service type, largest users, aging reports, 
delinquencies, etc. 

We have provided a selection of reporting from the customer information system in the 
appendix for your review. These are the standard reports generated from the system. 
Reporting is continually being automated for instant delivery and available on line in dashboard 
views for the City. Our ad hoc reporting tools are generate from Microsoft Report Designer and 
are also available online for the City’s use. 

, 

I 
Our reporting tools are integrated to GIs data - so they are geographic in nature. All reporting 
can be executed by location. 
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38. Provide sample of reports as requested in this RFP - Customer service related reports 
which reflect the number of customer inquiries; type of customer inquiries; inquiries by 
location; response time to inquiries, and actions taken to  complete inquiry 

A select sampling of reports is provided in addition 
to  the standard reporting document which details 
each of the available reports. These reports are run 
at the designated frequency up to daily as indicated 
by the City. 

The reports are automatically posted to the City of 
Torrance SharePoint site by security level, of which 

.- ... . . .. 

we currently provide three. A user logs into the site, selects the report they are looking for and 
can either download the report in a formatted PDF document or download the form in Excel 
format for additional processing. 

If a new report is required this will be coordinated with the project manager. Depending on the 
request, these new reports can be completed in a manner of hours to a manner of weeks 
depending on the complexity of the request. 

39. Describe and show samples of your customer complaint tracking system. 

We have provided a selection of reporting from the customer information system in the 
appendix for your review. These are the standard reports generated from the system. 
Reporting is continually being automated for instant delivery and available on line in dashboard 
views for the City. Our ad hoc reporting tools are generate from Microsoft Report Designer and 
are also available on line for the City's use. 

Customer complaint tracking is executed in the CIS system through work and service orders. 
These workorders are available to staff via Cityworks for action and available to management 
in the dashboard for real time tracking of customer complaints and all other forms of work 
orders. 

40. Describe how payments will be credited to the City. 

Payment will be credited to  the City daily via wire transfer or direct deposit' into the City's 
account established for this contract or one designated by the City. 
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41. Describe the production and coordination of trouble reports (out of range, meter or 
facility damage) 

Global will coordinate with the City of Torrance meter readers to  set a standard process for 
capturing trouble messaging throughout the routes. During the transition, crucial trouble 
messages that the meter readers should collect will include, but are not limited to: cannot 
locate meter, meter lid missing, serial number incorrect and incorrect number of dials. During 
and after the transition, meters that are not able to be read will need to be tagged with the 
appropriate reason - landscaping, car parked on top of the meter box, flooding, in locked fence, 
are a few examples. 

Trouble reports and skipped reports will be reviewed daily and the appropriate work orders will 
be created and directed to staf f  who are able to resolve the issue prior to  the bills being 
mailed. When the work is complete, and al l  data is  collected, the CIS system will be updated. 

42. Describe how you handle the coordination of information into the system (new meters, 
route changes, customer address changes, water quality, etc.1 

Global Water's systems for customer service are 
based on work flows as we have discussed. 
However, these work flows act a t  a most basic 
level either on a customer, a meter location, or 
the combination of a customer and meter 
location. The combination of a customer and 
meter location is the account and represents what 
is billed each month or bi-monthly. This 

combination is created by the system and, therefore, if we manage the customer and the 
location data correctly we can ensure an accurate bill. 

Customer data is managed by the customer service representatives. This would include 
establishing a new customer, recording a new mailing address, noting customer history, etc. A t  
no time does the customer service representative manage the location information. On a 
quarterly basis al l  customer mailing addresses are 
checked against the US Postal Service database for 
any change of address information. This helps protect 
the customer information. 

This question appears to be focused primarily on 
location information. This includes meter number, 
size, account codes, meter type, location, etc. These 
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assets are managed by the asset management team and loaded into the CIS system only after 
being checked in our GIS system. As a result, a stop meter service order generated by our 
customer service team will always stop in our asset management team to verify the work was 
completed, at1 fields are present, and then the new meter number is loaded into the CIS system. 

This team also manages the read routes, new meter installations on previous vacant property, 
and even manages the most important asset, the meter read. 

Meter reads are fed into the asset management teams 
read management application daily. The application 
verifies the read based on previous consumption, 
meter number reported and other exception reports. 
This ensures that the billing system obtains ready to  
bill reads. Work orders and rereads are generated in 
the work order management application by this team 

and if estimates are required this team uses the statistical tools in GIS to  estimate the read. 

* 

The City’s conduit into this team is first through our project manager. However, depending on 
the frequency of changes and the work orders generated, a secondary conduit into asset 
management team member assigned to Torrance will be established to your meter readers’ 
supervisor. This is extremely helpful when routes need to be updated quickly or frequently. 

43. Provide a sample of reports as requested in the RFP - Management reports (customer, 
usage, classification, billings), including staff training on how to run/create their own reports 

We have provided a selection of reporting from the customer information system in the 
appendix for your review. These are the standard reports generated from the system. 
Reporting is continually automated for instant delivery and available on line in dashboard views 
for the City. Our ad hoc reporting tools are generate from Microsoft Report Designer and are 
also available on line for the City‘s use. 

44. How will you provide notice and supporting documentation of any regulatory changes 
affecting either Ci ty  interests? 

Global can provide bill inserts and notification on the Web portal for customer service as well as 
email notifications t o  customers who have provided an email for their account. 
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45. Provide sample of reports as requested in the RFP - Customer service reports on how 
many meters were read, reread, high bill inquiries/investigation, services turn on/off, late 
notifications and non-payment turn-offs. 

We have provided a selection of reporting from the customer information system in the 
appendix for your review. These are the standard reports generated from the system. 
Reporting is continually being automated for instant delivery and available on line in dashboard 
views for the City. Our ad hoc reporting tools are generate from Microsoft Report Designer and 
are also available on line for the City's use. 

46. Describe your approach to sending the City daily cash collections. 

Remittances collected via the various methods such as electronic lock-box, credit and debit 
cards, eCheck and cash will be deposited into a designed Wells Fargo Bank account where it can 
be reconciled to the CIS and source documentation. After reconciliation to CIS, the funds will 
be wired to a bank and account designated by the City or swept daily into an account 
established by the City a t  Wells Fargo Bank. Global uses Wells Fargo Bank's treasury services 
and has established automated business processes around these treasury services and would 
prefer to use these integrations to support efficient and cost effective service delivery for the 
City of Torrance. 

47. Describe your policy and procedures on reconciling cash received for the City of Torrance. 

Global Water's policies and procedures ensure that cash received from the City of Torrance 
customers. is deposited directly into the City of Torrance lock-box and reconciled to the 
customer information system. Wells Fargo generates a payment processing file from the 
remittance management process. This file is uploaded daily into the customer information 
system and a journal entry is booked into our financial system and depending on client 
preference a wire transfer is initiated to the City of Torrance account of choice. 

If the question is driven more a t  cash received in our local office, our cash collection policy 
loads the transaction into the customer information system and a receipt is generated for the 
cash paying customer. The cash register is then balanced each day with receipts for this 
location. The cash is then deposited daily - the process for deposit will vary based on volume 
of cash received. 

48. Describe your policy and procedures for separating the C i t y  of Torrance monies from that 
of any other agencies that the proposer is now collecting for or may collect for in the future. 
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These monies are not co-mingled and therefore separation is not required. The City of 
Torrance will have a dedicated lock box and these funds will be reconciled to the customer 
information system billing records. If it is  the desire of the City, this lock box can be held in the 
City’s name and cash can be swept from the account a t  the City’s conveyance. 

49. How will you maintain un-collectable accounts at no more than 0.2% of total monthly 
revenues? 

Un-collectable accounts will vary with the economy and economic status of the customers. 
Global’s goal is t o  eliminate un-collectable accounts and our systems are designed to achieve 
this goal. Neither the City nor Global has the ability to “write the check” for delinquent 
customers who leave their homes without paying their bill. As a result, we must use defined 
processes to limit the consumption of the service without payment and protect our interest in 
the form of deposits. We doubt any provider will guarantee the un-collectable accounts, so the 
City must rely on experience to  ensure all debts are collected. 

Global Water operates a utility about one-half the size of Torrance, California and had i ts 
vacancy rate balloon to 13% in late 2008. With vacancy rates still above 9 percent, our 
management system maintains uncollectable accounts (over 120 days) to less than 0.15% In 
our regions less impacted by rise in foreclosures, these accounts are less than 0.01% a mere 
$18.60. In summary, we have one person in our West Valley Region who skipped town owing 
us $18.60 and a school district in our Maricopa Casa Grande Region that is a slow paying 
customer. We anticipate that this will be collected; however it remains in our 120 days and 
greater account receivable aging report. 

Hopefully, the fact that we can communicate to  you exactly who and how much is subject to  
uncollectable accounts today within our 42,500 connections illustrates well that our reporting is 
state of the art. However, it i s  the policies surrounding disconnects and deposits that will 
determine your uncollectable revenue. 

Our management team will make recommendations on these policies designed to  drive 
uncollectable revenues as low as possible. 

50. Describe in detail your company‘s policy on handling aged receivables. 

After exhausting all management activities related to disconnection and deposits, some aged 
receivables will remain. These receivables are turned over to  a collection agency to recover all 
possible revenue. The collections company can either add their collection fee to the receivable, 
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if the City allows, or deduct their fee from the collected amount. Each account will be reviewed 
with the City in our monthly review meetings prior to  sending an account to collections. 

B. EXPERIENCE 

Global Water is a private regulated utility owner and operator that also own its centralized 
utility management company. Since its formation over five years ago, the company has 
provided utility management services to over 45,000 service connections. Global Water has 
managed the capital improvement plans, regulatory compliance, rate cases and all meter 
reading, utility billing, and remittance management for its fourteen utilities. 

Global Water has invested heavily in meter 
automation and reads the majority of its 
meters with Fixed Networks or Automated 
Meter Infrastructure for collecting timely 
accurate read data. It utilizes its state-of-the- 
a r t  utility billing system from Advanced Utility 
Systems to provide bills to  i ts customers via 
email and print mail. After receiving their bill, 
customers can pay on-line over their existing 
Internet bill pay site, use the eCARE Website, 

ACH auto payment, or the integrated voice response system (IVR) via phone to  make 
payments on their account. These services are already being provided monthly to Global 
Water utility customers and can be provided to the residents of the City of Torrance using 
the same systems already in daily use. 

Global Water currently provides the Town of Buckeye with wastewater billing services for 
roughly 6,000 accounts per month as part of water billing to our existing customers. It has 
also assumed billing, remittance management, customer service, collections and reporting 
for Red Rock Utilities, a private utility in Tucson, Arizona. 

A list of references and projects are provided below that document Global Water’s 
experience and expertise in providing the requested services for the City of Torrance. 

Global Water Management Utility Support Services 

Valencia Water Company Aclara-Hexagram Fixed Network System 

Project Con tact In formation 
Ron Fleming 
General Manager 
201 East Coronado Street 
Buckeye, A2 85326 
623.580.9600 x 146 
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Global Water managed a 4,600 meter replacement program for Valencia Water 
Company (VWC), deploying approximately $1.2 million in capital, 

The project consisted of replacing 3,400 
existing Sensus meters endpoints with the 
Aclara AMI-fixed network solution and 
replacing 1,200 meters and meter boxes 
that had deteriorated over time. During 
the deployment, the project team 
consistently verified each meter 
transmission unit (MTU) to be reading and 
communicating to  the digital collection 
units (DCU), this is done by utilizing the standard missing wake-up and missing 
programmer reports that are generated daily within the STAR dashboard. This was 
crucial in the deployment because it ensures no meters get lost in the conversion, it 
ensures each component is working properly prior t o  moving on to  new routes, it 
minimizes the owners involvement with regards to  gathering manual reads on 
uncollected meters, and also eliminates a backlog of cleanup work that would need 
to be rectified prior to  project completion. 

Aclara performed a propagation study to  determine the best locations for each of 
the DCUs, which was determined to be 7 for the 12-square mile service area, serving 
approximately 5,483 meters as of May 2009. These solar powered DCUs are located 
a t  the top of water tanks that range in height from 12 to  16 feet high and there have 
been no problems with transmitting the data to  these DCUs. With the Aclara low 
frequency endpoints the home density does not impact the ability for the meter 
data to be transmitted to the DCU, which takes reads every hour. 
Ron Fleming with Valencia Water Company has stated the following improvements 
since the deployment of the Hexagram AMR system: 

“There are four major benefits that we have seen as a direct result of implementing 
the Hexagram AMR system: 

* We have greatly reduced operational expenses directly related to  meter readings 
and customer account inquiries. We were able to reduce staffing of this 
department from 4 field customer service representative to  1 position. This 
saves on both labor and fleet costs. 
Customer service levels have increased immensely as ‘each customer service 
representative can perform a detailed individual analysis of water consumption 
right in the office. Utility personnel have access to accurate, timely usage data 
and can provide greater assistance on all customer inquiries, without the 
necessity of a field visit. 

L 
Page I 27 



87 

a With the hourly reads, leak detection has become much easier. If the interval 
read never reaches 0 within a 24 hour period, then we are almost certain they 
have a low flow leak and we are able to notify the customer. Equally, we can 
easily identify high flow conditions that also indicate a potential leak. 

e The AMR/AMI system is truly a green practice; it reduces carbon emissions by 
substantially reducing the miles driven to  manage field customer service 
activities, it supports water conservation through leak detection, and has been 
integrated with other applications to create a paperless billing environment. " 

Santa Cruz Water Company ltron Fixed Network System 

Project Contact Information 
Ed Borromeo 
General Manager 
22590 North Powers Parkway 
Maricopa, AZ 85238 
520.233.2910 

Jason Thuneman 
CAPEX Project Manager 
22590 North Powers Parkway 
Maricopa, AZ 85238 
520.233.2910 

Global Water deployed 15,272 ltron Automatic Meter Reading (AMR) end points for 
Santa Cruz Water Company (SCWC). 

ltron guarantees t o  deliver 99% efficiency on the reads and currently is  experiencing: 
1 day misreads, 98.9% 

0 3 day misreads, 99.04% 
5 day misreads, 99.12% 

SCWC is currently striving to achieve 100% reads and is constantly working to  
improve the read rate. 

In order to  determine the number of data collection units (DCUs) Global Water 
performed a propagation study at  all SCWC sites (well sites, lift stations, water 
campuses, etc.) to  determine the best locations for the DCUs. The collectors were 
also placed on secured sites in order to minimize vandalism concerns. Global Water 
determined that 10 DCUs would maximize reading efficiencies and ensure 
redundancy. Global Water owns a mobile tower van that can be driven to a location 
where the telescoping tower is deployed to ensure all reads are obtained in the 
event of an emergency. 

After determining the best locations for the DCUs, Global Water obtained the 
necessary permits and hired contractors to  complete the construction. Ultimately, 
Global Water completed the IT integration and brought the live read into the billing 
system through SCWC's radio network system. 

Page I 2 8  



88 

Water Utility of Greater Buckeye ltron Drive-by Network System 

Project Contact lnformation 
Ron Fleming 
General Manager 
201 East Coronado Street 
Buckeye, A2 85326 
623.580.9600 

The Water Utility of Greater Buckeye consists of 4 public water systems and 
currently serves 657 meters. Global Water was the project manager for the 
retrofitting of the existing meters and deployment an ltron drive-by data collection 
system. The ltron drive-by system is in four disconnected service areas. 

Water Utility of Greater Tonopah ltron Drive-by Network System 

Project Contact lnformation 
Ron Fleming 
General Manager 
201 East Coronado Street 
Buckeye, A2 85326 
623.580.9600 

The Water Utility of Greater Tonopah consists of 8 public water systems 
currently serves 368 meters. Global Water was the project manager for 

and 
the 

retrofitting of the existing meters and deployment of an ltron drive-by data 
collection system. The ltron drive-by system serves 9 separate water systems. 

C. PROJECT TEAM 

TEAM EXPERIENCE 

As with any successful project, the people executing the project are responsible for the 
success. The Global team, outllned in the organization chart below, is the most qualified 
and experienced team for the Project. Our team is born of the utility business and lives i ts 
requirements daily, and our partners' experience and definition of project success is aligned 
with a utility provider's goals. 

Team Bios 

Global Water Management 

Leo Commandeur 
Senior Vice President - Business Development and Client Champion 
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.. . 

Mr. Commandeur has spent the last year meeting with municipalities and private 
utilities and discussing their metering and asset management issues. He has 
personally met with individuals representing over one million active meters. As a 
result, he has an excellent understanding of the issues facing utilities in these 
economic conditions. His role on this project is to ensure the goals of the City of 
Torrance are met a t  every step and to  provide -a conduit for early issue 
identification. 

Mr. Commandeur has over 10 years in the water, wastewater and recycled water 
business and is one of the co-founders of Global Water. 

Jason Bethke, PE 
Director of Engineering 23 Construction 

As Director of Engineering & Construction, Mr. Bethke is responsible for all aspects 
of engineering, construction and asset management for Global Water. Over the past 
five years, Global Water has deployed over 300 million dollars of capital 
improvement throughout 14 utilities. In conjunction with this capital deployment, 
Mr. Bethke oversaw the deployment of the geographical information and asset 
management systems. The disciplined approach to the devetopment of these 
systems has resulted in a state of the ar t  work order management system, complete 
with geo-referenced as-builts and infrastructure locations. These systems now link 
GIS data with customer information system (CIS) data to ensure every meter in 
Global Water is accounted for and invoiced. 

Mr. Bethke has been providing water, wastewater, and recycled water engineering 
and construction management services in the Southwest for over 14 years. His 
career in the water industry began as a consulting engineer, designing water and 
wastewater projects with flow rates as high as 27 MGD. He has also designed over 
100,000 linear feet of pipeline and completed large-scale master planning efforts. In 
2005, Mr. Bethke spent a year with a small start-up equipment provider, working in 
research and development for arsenic and fluoride removal systems. 

This wide range of industry experience, combined with excellent technical abilities, 
allows Mr. Bethke to  offer a unique approach to design and construction that 
ensures facilities meet the criteria of low operating costs, ease of maintenance 
and/or repair, operational simplicity, and efficient use of capital dollars. 

John Peckardt 
Director of Information Technology 

As Director of Information Technology, Mr. Peckardt is responsible for all software, 
hardware and networking technologies for Global Water. He architected and led the 
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Global Water implementation of i ts state of the art computing environment. He 
integrated leading technologies from vendors like IBM, Cisco, Network Appliance, 
VMWare, Citrix, Microsoft and many others to create a computing environment that 
supports the unique needs of each utility in a "Software as a Service" (SaaS) model. 

Mr. Peckardt has been providing Information Technology services for various 
industries for over 20 years. He has a vast experience in hardware and software 
implementations in both the mid-market and Fortune 500 companies. His 
experiences in consulting, manufacturing, distribution, retail and utilities provide a 
broad array of experiences he can draw upon in both implementation and support 
roles. Mr. Peckardt holds both PMI, PMP, and ITlL certifications. Global Water 
utilized the ITlL framework to develop documented IT support processes that are 
reviewed, measured and used to drive continuous improvement. 

Tony Taglia 
Asset Management Manager 

Mr. Taglia is responsible for overseeing the asset management program. Over the 
past two years, Global Water has deployed an Enterprise GIS integrated with a 
Computerized Maintenance Management System (CMMS) program and a plant 
engineering software solution, throughout their 14 utilities. As an integral 
constituent of these deployments, Mr. Taglia personally managed several projects 
and designed many components of the systems to facilitate the asset management 
program for Global Water. 

Mr. Taglia has been providing services in the geospatial information technology field 
for various utilities (water, wastewater, electric, and gas) and municipalities across 
the nation for over 10 years. He has also designed and implemented procedures for 
large scale data conversion and data entry projects a t  multiple electric and gas 
utilities. This exposure to the broad use of geospatial technologies across various 
industries enables Mr. Taglia to offer a rich background to design, and to implement 
and deploy systems that enable organizations to make more informed decisions, 
increase their efficiency, and realize a quick return on investment. 
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RFP *'"- O5 
Request for Proposal (RFP) to Provide Utility Billing Services for the 
City of Torrance 

FAILURE TO COMPLETE ALL ITEMS IN THIS SECTION MAY INVALIDATE BID. 

In accordance with your "Invitation to Bid", the following bid proposal is submitted to the City of 
Torrance. 

Proposal Submitted By: 

Global Water Manaaement, LLC 
Name of Company 

21410 N. lgth Avenue. Suite 201 
Address 

Phoenix, Arizona 85027 
City/State/Zip Code 

16231 580-9600 / (623) 580-9659 
Telephone Number/Fax Number 

Jason Bethke. Vice President 
Printed Namenitle 

I h& 5//27/2.0) Q 

f i g  nature Date 

Contact for Additional Information: 

Please provide the name of the individual at your company to contact for any additional information 

Jason Bethke 
Name 

Vice President 
Title 

~ 

J623) 580-9600 ext. 167 / (623) 580-9659 
Telephone NurnberlFax Number 

Form of Business Organization: Please indicate the following (check one); 

Corporation Partnership Sole Proprietorship Other: LLC 

9 



Business History: 

How long have you been in business under your current name and form of business organization? 

- 7 Years 

If less than three (3) years and your company was in business under a different name, what was that 
name? 

Addenda Received: 

Please indicate addenda information you have received regarding this bid: 

Addendum No. - Date Received: 
Addendum No. - Date Received: 
Addendum No. - Date Received: 
Addendum No. - Date Received: 

X . No Addenda received regarding this bid. 

Payment Terms: The City of Torrance Payment terms are Net 30. The C i  does not make pre- 
payments, or pay upon receipt. 

Do you offer any discounted invoice terms? No 

Renewal Option: 

Please state, if requested by the City, if your company would agree to a renewal of this contract with 
price, terms and conditions unchanged. 

Yes X we would agree to add January 3,2015 to January 2,2018 
Yes X we would agree to add January 3,2018 to January 2,2021 

No we would not be interested in renewing this contract. 

Sub Contractors: 

Do you plan to sub-contract any portion of this contract? Y e s L  No 

If yes, Please provide that company information below: 
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I_.. . 
Sub Contractor's Information: 

If subcontractor(s) is to be used in the performance of this project, please provide the following 
information: 

Company Name: Source CorD 

Contact: Jane Kerrv 

Address: 

Telephone: (602) 438-8450 

3826 E. Watkins. Phoenix, AZ 85034 

Company Name: 

Contact: 

Address: 

Telephone: . \  

Company Name: 

, *  Contact: 

Address: 

Telephone: 

References: 

Please supply the names of companiedagencies for which you recently supplied comparable services 
as requested in this RFP. 

Ruben Nino 333 Buraess Drive, Menlo Park. CA f650) 330-6780 
Name of CompanyIAgency Address Person to contactrrelephone No. 

Citv of Covina 534 North Barrance Ave. Covina, CA (626) 384-5217 
Name of CompanyIAgency Address Person to contacflelephone No. 

Valencia Water ComDanv (GW) 21410 N. 19* Ave. Phoenix. AZ Ron Flemina (623) 580-9600 
Name of Company/Agency Address Person to contacflelephone No. 

Santa Cruz Water ComDanv (GW) 21410 N. 19'" Ave. Phoenix, AZ Ed Borromeo (623) 580-9600 
Name of Company/Agency Address Person to contactrrelephone No. 

Name of Comphy/Agency Address Person to contacflelephone No. 
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STATE OF CALIFORNIA 

COUNTY OF LOS ANGELES 

ATTACHMENT 1 

PROPOSER’S AFFIDAVIT 

Jason Bethke being first duly sworn, deposes and says: 

1. That hehhe is the Vice President of Global Water Manaaement, LLC 
(Name of Company) (Title of Office) 

Hereinafter called “Proposer”, who has submitted to the City of Torrance a proposal for 

RFP No. 2010-05 Reauest for ProDosal to Provide Utilitv Billina Services for the Citv of Torrance 
(Title of RFP) 

2. That the proposal is genuine; that ail statements-of fact in the proposal are true; 

3. That the proposal was not made in the interest or behalf of any person, partnership, company, 
association, organization or corporation not named or disclosed; 

4. That the Proposer did not, directly or indirectly, induce solicit or agree with anyone else to submit a 
false or sham proposal, to refrain from proposing, or to withdraw his proposal, to raise or fix the proposal 
price of the Proposer or of anyone else, or to raise or fix any overhead, profit or cost element of the 
Proposer’s price or the price of anyone else; and did not attempt to induce action prejudicial Io the 
interest of the City of Torrance, or of any other Proposer, or anyone else interested in the proposed 
contract ; 

5. That the Proposer has not in any other manner sought by collusion to secure for itself an advantage 
over the other Proposer or to induce action prejudicial to the interests of the C i  of Torrance, or of any 
other Proposer or of anyone else interested in the proposed contract; 

6. That the Proposer has not accepted any proposal from any subcontractor or materialman through any 
proposal depository, the bylaws, rules or regulations of which prohibit or prevent the Proposer from 
considering any proposal from any subcontractor or material man, which is not processed through that 
proposal depository, or which prevent any subcontractor or materialman from proposing to any contractor 
who does not use the facilities of or accept proposals from or through such proposal depository; 

7. That the Proposer did not, directly or indirectly, submit the Proposer’s proposal price or any 
breakdown thereof, or the contents thereof, or divulge information or data relative thereto, to any 
corporation, partnership, company, association, organization, proposal depository, or to any member or 
agent thereof, or to any individual or group of individuals, except to the City of Torrance, or to any person 
or persons who have a partnership or other financial interest with said Proposer in its business. 

8. That the Proposer has not been debarred from participation in any State or Federal works project. 

Dated this 27th d 
c 

Vice President 
(Title) 
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collecting for or may collect for in the future 

. .  

Monthly Customer Service Contract 

$11,320 
Monthly cost of operating a local payment center in Torrance 

Estimated Monthly Postage 
$6,100 

$ 197,500 
Costs of implementation (One-time cost for start-up conversion) 

1 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 
GARY PIERCE, Chairman 
BOB STUMP 
SANDRA D. KENNEDY 
PAUL NEWMAN 
BRENDA BURNS 

IN THE MATTER OF THE APPLICATION OF 

COMPANY FOR THE ESTABLISHMENT OF 
JUST AND REASONABLE RATES AND 
CHARGES FOR UTILITY SERVICE DESIGNED 

RETURN ON THE FAIR VALUE OF ITS 
PROPERTY THROUGHOUT THE STATE OF 
ARIZONA. 

GLOBAL WATER - PAL0 VERDE UTILITIES 

ro REALIZE A REASONABLE RATE OF 

DOCKET NO. S W-03 5 75A- 12- 

Direct Testimony 

of 

Paul Walker 

July 9,2012 
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Q* 
A. 

Q. 
A. 

Q. 
4. 

11. 

Q. 
A. 

Introduction. 

Please state your name. 

My name is Paul Walker. 

By whom are you employed and what is your position? 

I am the founder and owner of Insight Consulting, LLC. 

Please describe your background and qualifications. 

I hold an MBA from Thunderbird, The Garvin School of International Management, and a 

Bachelor’s in Business Management from the University of Phoenix; additionally I have 

completed numerous military schools and courses. In 200 1 , I joined the Commission as 

Policy Advisor to Commissioner Marc Spitzer. Prior to that I had served on Governor 

Hull’s negotiating team working with Arizona’s Indian Tribes to develop Indian gaming 

compacts, and as Policy & Communications Manager at the Arizona Department of 

Gaming. 

In my current work, I provide regulatory consulting, advice and analysis, as well as 

testimony drafting, editing, and preparation services to utility clients. In addition, I 

provide regulatory analysis to utility investors, and chair Arizonans for Responsible Water 

Policy, a trade group and PAC representing water utilities in Arizona. I have given 

numerous presentations at regulatory workshops and industry meetings; and I am also a 

member of the Arizona Power Plant and Line Siting Committee. 

ICFAs. 

Please provide an overview of the ICFA issue. 

In the 2009 rate case we argued that ICFA funds should be used to cover the carrying costs 

of regional infrastructure and the acquisition premiums associated with the purchase of 
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Q. 
9. 

Q. 
A. 

Q* 
A. 

troubled systems. We also argued that any CIAC imputation of ICFA funds should be 

offset by the tax liability that generated by the ICFA funds. 

We still believe these are valid arguments and that the public interest would be served by 

adopting them. However, the acquisition premiums alone are sufficient to justify a near 

complete reversal of the CIAC imputations made in the last rate case. I will focus here on 

the acquisition premiums and Matt Rowel1 will also explain how the tax asset created by 

the Commission’s decision in the last case should be included in rate base (absent a 

reversal of the CIAC imputation itself.) 

How was this issue dealt with in the Global Utilities’ last rate ease? 

In the Global Utilities’ most recent rate order, the Commission decided to impute the ICFA 

funds as CIAC. However, the Coinmission expressed reservations about this decision and 

established a workshop process to further investigate the use of ICFA funds, including 

whether they “could be utilized to finance the acquisition of troubled water companies, 

subject to Commission approval.” (Decision No. 71 878 at pages 30-3 1). 

In the time since the last rate case, the Commission also directed Staff to engage an 

independent auditor to review specified ICFA issues. 

Has the independent audit been completed? 

No, it has not. But regardless of the audit report’s findings and Staffs recommendations 

regarding the acquisition cost issue, Global’s utilities are under-earning and a rate case is 

necessary. 

Why isn’t Global waiting for the audit to file this rate case? 

Despite the best intentions of the parties involved, who initially believed that such an audit 
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Q. 
A. 

Q. 

A. 

could be completed in 201 1 or early 2012, today it remains unclear as to when the audit 

will be completed and thus, it is impossible to predict when a staff report on the audit 

could be issued. Again, regardless of the audit’s findings and the outcome of Staffs 

review, Global’s utilities are currently under-earning. 

Will Global’s analysis of its rate base change after the audit is released? 

I believe that Staff, Global, and others will each assess the audit’s findings and how it 

could affect the rate bases of Global’s utilities. At that time, I would encourage the parties 

to meet and discuss their perspectives on the audit, to see if the parties can reach consensus 

on what is, ultimately, a major policy choice: should the Commission countenance using 

developer-provided funds to offset acquisition premiums and thus, incent consolidation of 

Arizona’s fragmented water industry? 

Were there comments made during the Commission’s consideration of the ICFA 

issue that lead you to believe that the Commission intended to review and perhaps 

change its position on the ICFA for acquisition issue? 

Yes. In explaining to the Commissioners how the Mayes Amendment creating the 

Workshop Process would work, Utilities Division Director Steve Olea told the 

Commissioners that the Workshop process would provide Global with a specific process 

under which the CIAC imputation could be reversed.’ This case is therefore not akin to a 

Section 40-252 review or a request to re-litigate a “lost issue”, but rather the next logical 

step in the Commission’s careful consideration of a new approach to solving Arizona’s 

consolidation challenge. 

~ 

’ Open Meeting Tr. at 278-79. 
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Q. 
A. 

What was the basis of the Commission’s ICFA ruling in Global’s last rate case? 

In the Global Utilities’ most recent rate order, the Commission stated that “[a]llowing 

developer contributed funds to remain in rate base would require captive ratepayers to pay 

Applicants a return on developer-provided ICFA funds, which would violate fundamental 

ratemaking principles.. . .7’2 However, the Commission also established a workshop 

process to further investigate the use of ICFA funds, including whether they “could be 

utilized to finance the acquisition of troubled water companies, subject to Commission 

approva~.”~ 

Please comment on the Commission’s ruling. 

I think the key phrase is “remain in rate base.” The Commission clearly assumed that 

ICFA funds had been used to purchase assets included in rate base. Our key objective in 

this case, as it was in the Workshop process, and currently is in the independent audit, is to 

demonstrate how the ICFA funds were actually used. If ICFA funds were not invested in 

rate base, then there is no reason to deduct those ICFA funds from rate base. Such a 

deduction would be a clear “double counting” that must be avoided under traditional 

ratemaking principles. 

To be more specific, the key issue concerns ICFA funds used to purchase severely troubled 

utility companies - the 387 Districts and the West Maricopa Combine (“WMC”) utilities. 

When these utilities were purchased by Global, they each had significant operational 

problems. Upon purchase, WMC had little or no rate base, and therefore almost all of 

WMC’s purchase price is an “acquisition premium”, that is, the amount paid in excess of 

the rate base. For the Global’s purchase of the 387 Districts, the acquisition premium was 

approximately $2.7 million. 

* Decision No. 7 1878 at page 30, lines 18-20. 
DecisionNo. 71898 at pages 30-31. 
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Q. 
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When ICFA funds pay for an acquisition premium, those funds are not invested in rate 

base, they are given to the former owner of the utility company. Thus, when ICFA funds 

pay for an acquisition premium, there are no developer funds that could “remain in rate 

base” (as stated in the last rate order), because those funds never went into rate base in the 

first place. 

Did customers benefit from those acquisitions? 

Unquestionably, they did. In this case, Ron Fleming will testify regarding the operational 

problems and Global’s significant efforts and costs to resolve those operational problems - 

which immediately benefitted customers. Secondly, I will provide information regarding 

the views of the Arizona Department of Water Resources, the Arizona Department of 

Environmental Quality, the Arizona Corporation Commission, and the City of Maricopa 

regarding the public interest of the acquisitions - and the benefits the public has attained 

and will continue to attain as a result of those acquisitions. 

ICFAs and acquisitions. 

Can you provide a simple example of how treating ICFAs as CIAC instead of as an 

offset to acquisition premiums harms the buyer? 

Suppose there is a poorly-run utility, “Bad Utility, Inc.” that has no rate base. Global 

receives $1 million in ICFA funds from a developer, and uses the money to buy Bad 

Utility, Inc. Under the most recent rate order, the $1 million would be deducted from rate 

base, even though it was not invested in rate base: 

Before After 

Bad Utility Inc., rate base: $0 Negative $1 million 

Is this example similar to what happened in Global’s last rate case? 

Yes, except the numbers are much higher. I believe that the audit report and Global’s own 

5 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

P. 
4. 

Q- 
A. 

analysis will show that Global incurred significant acquisition premiums and we will 

demonstrate that the customers have benefitted from Global’s ownership of the former 387 

Districts and West Maricopa Combine utilities. 

What options does the Commission have in this case to reverse this serious impact? 

Global is presenting two options to the Commission. The first option is simply that any 

ICFA funds that were used to fund an acquisition premium should have no net impact to 

rate base. In other words, the purchase of a utility should neither increase - nor decrease - 

the utility’s rate base. 

The second option is that the Commission could authorize an “acquisition adjustment” to 

recognize the public policy benefits of Global’s acquisition of the West Maricopa Combine 

and 387 utilities. The acquisition adjustment would increase rate base, thus offsetting the 

imputation of ICFA funds against the rate base. 

Can you provide an example of how that would work? 

Yes, let’s use the “Bad Utility, Inc.” example above: Global receives $1 million in ICFA 

funds fi-om a developer, and uses the money to buy Bad Utility, Inc. 

Under the first option, the $1 million neither increase nor decreases the rate base of Bad 

Utility, Inc. Thus, ratepayers do not pay a return on developer-provided funds. 

Option One - No Change to Rate Base 

Before After 

Bad Utility Inc., rate base: $0 $0 

The second option is an acquisition adjustment. The rate base is decreased by $1 million 
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Q. 
A. 

(as a CIAC imputation for the developer-supplied funds), but then is increased by $1 

million to recognize the public policy benefits of the purchase, i.e., the Acquisition 

Adjustment to reflect the acquisition premium - the market price above the book or rate 

base value of the acquired company. 

Option Two - Acquisition Adiustment 

Bad Utility Inc., rate base: Before: $0 

Changes: Minus $1 million (CIAC); 

Plus $1 million (acquisition adjustment) 

$0 Bad Utility Inc., rate base: After: 

Which option is Global pursuing? 

Global believes the first option - no net change to rate base - is the best option for dealing 

with use of ICFA funds to buy a utility. But if that option is rejected, Global requests that 

the Commission authorize an acquisition adjustment to recognize the significant public 

policy and customer benefits of the acquisitions. 

Has the City of Maricopa taken a position on this issue? 

Yes. The City of Maricopa (City) supports Option One outlined above. On June 23,201 1, 

the City approved its Resolution 1 1-39, which authorized the City to enter into an amended 

Memorandum of Understanding (MOU) with Global. Section 1 of the MOU provides: 

1. Total Water Management. The Total Water Management (TWM) approach 
to water conservation utilized by Global has resulted in the successful 
consolidation of several smaller or troubled utility providers in the Parties 
common planning areas. The Parties believe that TWM as further explained in 
Exhibit B, attached hereto, will have a significant impact on the long term 
sustainability of the City and Global. Additionally the Parties recognize that 
there are substantial costs inherent in the acquisition and consolidation of 
smaller or troubled utility providers and in the preparation and implementation 
of long term regional water and wastewater resource plans. As such, the Parties 
agree that the use of Infrastructure Coordination and Financing Agreements 
(“ICFAs”), when certain pathways are followed and in accordance with rules and 

7 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q. 
A. 

Q. 
A. 

regulations promulgated by the ACC, is a preferred methodology for the financing 
of costs related to TWM. 

(emphasis added). The City then issued its Resolution 11-40, also on June 23,201 1. 

Resolution 1 1-40 provides that: 

NOW THEREFORE, BE IT RESOLVED by the Mayor and City Council of 
the City of Maricopa, Arizona with deference to the Arizona Corporation 
Commission, which has regulatory authority over the ultimate rate making 
treatment of ICFA’s the City generally supports the use of ICFAs, when 
certain pathways are followed, as one of the methods available to Global 
Water and other utilities and developers expanding regional utility 
infrastructure within the City of Maricopa conditioned on the ICFAs 
following certain pathways: 

Costs associated with the purchase of undercapitalized utilities 
paid for from ICFA revenue shall not be an allowable cost passed on to the 
rate-payers. However, ICFA funds used for these purposes shall not be 
treated or imputed as CIAC. 

... 
c. 

Thus, Resolutions 1 1-39 and 11 -40 show that the City agrees with Option 1, i.e. 

that when ICFA funds are used to purchase a troubled utility, any ICFA funds 

used to fund acquisition premiums should not be treated as CIAC. 

What were some of the troubled utilities that Global acquired using ICFA funds? 

Global acquired the assets of Sonoran Utility Services, the operator of the 387 Water and 

Wastewater Domestic Improvement Districts. Global also acquired the West Maricopa 

Combine (WMC), a holding company of five utilities. Global acquired CP Water 

Company, a small water company that was owned by developers with no experience in the 

water business. Lastly, ICFAs allowed Global to assume the duties of interim manager of 

Hacienda Acres Water Co. 

Please describe Sonoran and the 387 districts. 

Sonoran had contractual rights to operate the 387 Districts, including ownership of the 

assets and control over the rates. Even though Sonoran was in nearly all respects the actual 

utility provider, it was not subject to Commission jurisdiction. As detailed in Mi-. 

Fleming’s testimony, the 387 Districts were simply not providing service. There were 
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4. 

actual customers in homes receiving water that did not meet the Safe Drinking Water Act 

regulations and without wastewater utility service, a severe and unacceptable situation. 

Indeed, the Commission agreed that this situation was an emergency after the City notified 

the Commission that people had no potable water and a sewer system with an inoperative, 

incomplete wastewater treatment plant. 

Was the acquisition of the Sonoran / 387 assets in the public interest? 

In Global’s purchase of the Sonoran / 387 assets, the following facts were established by 

ADEQ, the City of Maricopa, ADWR, and the ACC: 

ACCDecision No. 68498, Finding of Fact No. 37 

Sonoran could not deliver an adequate level of service to the customers of the 
387 Districts. For example, the wastewater treatment plant for the 387 
District was not completed in time to serve the customers who moved into the 
area. Moreover, the water &om the 387 Districts’ wells did not meet state and 
federal standards. Sonoran’s inability to provide adequate service created an 
emergency. 

ACC Decision No. 70133, Finding of Fact No. 7 

As a result of the emergency situation, the Global Utilities began immediately 
providing customers in the 387 District with bottled water and on April 14, 
2005 the Global Utilities interconnected their wastewater and water systems 
with the 387 Districts in order to continue service to the customers in the 
extension area. 

ACC Decision No. 701 33, Finding of Fact No. 59 

At the request of the City of Maricopa, ADEQ and ADWR, the Global 
Utilities stepped in and began providing water and wastewater utility service 
to the customers in the 387 Districts. Without the Global Utilities’ assistance, 
the emergency situation that existed could have become worse. 

ACC Decision No. 70133, Finding of Fact No. 62 

There is a continuing public need for water and wastewater service to the 387 
District extension area. Today, more than 5,000 water and 5,000 wastewater 
customers reside in the 387 District extension area. 
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Please describe West Maricop Combine. 

West Maricopa Combine was the owner of five dilapidated, poorly-constructed and 

poorly-managed utilities. Even worse, these utilities were located in a water-scarce region 

and a region with significant water quality issues. WMC simply could not meet the needs 

of developers and was failing its own customers, as is further explained in Mr. Fleming’s 

testimony. 

Was the acquisition of the West Maricopa Combine in the public interest? 

In the West Maricopa Combine area, the following facts were established by ADEQ, and 

ADWR: 

Letter from ADEQ Director Ben Grumbles to the ACC, November 19, 2009 

Docket No. W-0245OA-06-0626 and SW-20422A-06-0566 

Regional planning is an absolute requirement to achieve water sustainability 
in Arizona, especially in water supply challenged areas such as the Lower 
Hassayampa Sub-Basin. This type of planning allows for utilities and 
regulators to collaborate on new and innovative ways to improve the use of 
water, wastewater, and recycled water. Combined with the development of 
integrated water and wastewater infkastructure, large-scale, regional and long- 
term planning will help to ensure that our scarce water resources well into the 
future.. . I believe the most effective way to achieve such goals in our 
communities is through regional planning as envisioned in the Belmont 
development. 

Letter from AD WR Deputy Director Karen Smith to the ACC, November 16, 2009 

Docket No. W-0245OA-06-0626 and SW-20422A-06-0566 

[Tlhe Lower Hassayampa Sub-basin, including the Belmont area,. . . has been 
home to intense dispute and concern for the Department of Water Resources. 
In the absence of sustainable water practices the long-term sustainability of 
this area is in jeopardy. Hydrologic modeling and the Department’s review 
have demonstrated that there is insufficient groundwater to meet the 
anticipated demand of all the proposed developments without integrated 
water, wastewater and recycled water, long-tenn regional planning, and a 
holistic approach to water supply. There is simply not enough groundwater. 
The Department has been working tirelessly with area developers and water 
providers (including Global Water and the Town of Buckeye) to establish the 
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Q- 

A. 

Q* 
A. 

protocols necessary to achieve sustainability. This has not been an easy task. 
I fear that the Commission’s proposed action will unravel these extensive 
negotiations, and cause a chain-reaction of conversion of Analyses of Assured 
Water Supply to Certificates of Assured Water Supply. This will seriously 
cripple a major future employment corridor for the Phoenix area.. .Worse, I 
expect that we would see a rush of small, developer-centric utilities and 
systems that will not achieve our long-term water sustainability goals. 

Please comment on the developers’ role in consolidating the West Maricopa Combine 

utilities. 

One element that has remained a point of contention is why developers would give Global 

money to pay for, or contribute to the payment of, an acquisition - some suggest that the 

developers didn’t know or didn’t care what Global did with the money. 

That point of view explicitly contradicts ADWR’s position as stated in Docket No. W- 

02450A-06-0626 and SW-20422A-06-0566, and it fully ignores ADEQ’s stated position in 

those dockets that Global’s regional planning and Total Water Management approach is an 

“absolute requirement” in this area. 

Why did developers help Global pay for the WMC acquisition? 

WMC was built almost entirely with CIAC fi-om developers; the developers who signed 

the ICFAs were intimately familiar with WMC and its CIAC approach to funding 

infrastructure. They understood that WMC’s existing approach was not viable and could 

not work for extending service to large new areas. 

The developers could very simply have signed Main Extension Agreements (MXAs) with 

WMC and avoided paying millions to Global for an acquisition of WMC. The developers 

would never have had to enter ICFAs that so specifically require Total Water Management 

for their new developments. Yet despite those millions of dollars in costs, the developers 

entered into ICFAs. Why? Because Global Water’s Total Water Management approach 

was necessary for the western portion of Maricopa County - as ADEQ and ADWR stated 
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A. 

Q- 

A. 

in their letters to the ACC in November of 2009. 

Please describe CP Water Company. 

CP has approximately 13 customers. It has no production well, and relies on a third party 

for the source of its water. CP was owned by a developer, with little experience or interest 

in running a water company. Global acquired CP as part of an ICFA agreement with the 

developer that owned CP. CP has since been folded into Global Water - Santa Cruz Water 

~ o m p a n y . ~  

Please describe American Realty and Mortgage Co. d/b/a Hacienda Acres Water 

Company. 

Hacienda owns or owned a water system providing service to a small number of customers 

in Pinal County, Arizona. The Commission awarded Hacienda a Certificate of 

Convenience and Necessity (“CC&N) in Decision No. 44444 (September 1, 1974). 

Hacienda’s system became dilapidated, and Hacienda operated for many years in violation 

of federal and state water quality requirements. In Decision No. 69865 (August 23, 2007), 

the Commission issued an Order to Show Cause against Hacienda alleging numerous 

violations of Commission rules and other regulatory requirements. That decision also 

authorized the Commission Staff to appoint an interim manager, and ordered Hacienda to 

not interfere with the interim manager. The Commission Staff then appointed Global the 

interim manager of Hacienda by letter agreement between Global and Staff. 

After a hearing, the Commission issued Decision No. 70609 (November 19,2008). This 

decision found that Hacienda violated numerous Commission rules and other regulatory 

requirements and fined Hacienda $4 1,000. The decision also continued the authorization 

See Decision No. 73 146 (May 1 , 2012) at page 49, lines 8-9. 
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Q* 
A. 

for the interim manager, revoked Hacienda’s CC&N, and made numerous findings of fact, 

including: 

20. The evidence is undisputed that Joseph Lee and two men acting as his 
agents vandalized the water system by damaging the well head by severing the 
well discharge pipe to the storage tank; damaging the power supply and circuit 
breaker box by severing the well motor electrical cable and tearing apart the 
electrical service; damaging the storage tank by cutting a valve and emptying 
water from the tank; removing the booster pumps and hydropneumatic tanks; 
and removing residential service meters and causing damage to service 
laterals. This damage left Respondent’s customers without a water supply or 
water service.’ 

In a court proceeding filed by the Commission against Mr. Lee, the Court issued a 

finding of fact that the Commission’s action in appointing an interim manager 

was appropriate: 

The Commission has proven that American Realty through Hacienda had a 
Certificate of Convenience and Necessity to provide water to the 
neighborhood in question. There is also proof that Hacienda intended to stop 
service without the approval of the ACC. As a result, the ACC had an 
obligation to take action such as appointing an interim manager for the utility 
to ensure continuity of service. In the face of the announcement by Hacienda 
that service would stop on the 27th of August, it was appropriate for the 
interim manager to take over the facility and for the Commission to prohibit 
Mr. Lee, directly or indirectly, fi-om interfering.6 

Global is currently working with the Maricopa Mountain Domestic Water Improvement 

District to transition the Hacienda customers to service under the District, based on a grant 

expected from the United States Department of Agriculture. 

How does Hacienda relate to ICFAs? 

Global entered into an ICFA with a developer owning property near Hacienda. Global 

included this property in its CC&N extension application in Docket No. 06-0545. The 

Decision No. 70609 at page 1 I ,  Finding of Fact No. 20. 
Maricopa County Superior Court, Ruling Minute Entry docketed May 5,2009 in Case No. CV 

2007-015778 at Finding of Fact No. 92. 
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Q. 

A. 

ICFA, and pending CC&N extension to this nearby property, were part of Global’s 

thinking in agreeing to incur the significant expense associated with serving as interim 

manager. As noted in the hearing in that docket, Global hoped to extend its lines near 

Hacienda to serve the nearby developer under the ICFA.7 

Why should developers bear the costs of buying troubled water companies? 

James Bonbright wrote in “Principles of Public Utility Rates” at Chapter I, Public Utility 

Services Verses Socialized Services, 17 2,3: “let the beneficiary bear the burden.’’ 

And Professor Bonbright further wrote, in Chapter 11, Public Interest or Social-Welfare 

Criteria of Reasonable Rates, 71 4 - 6: that in considering the “Public Interest”, Utility 

Commissions have to realize that the term is “almost unique in its extreme vagueness”. 

[Para 11 but that: 

1. 

2. 

3. 

The public interest addresses the welfare of the community or state, 

Economics focus on allocation of scarce resources, 

Rates must fit into a larger economic environment. 

Do the acquisitions of the 387 Districts and the West Maricopa Combine Utilities 

meet those three tests? 

Inarguably they do: 

1. The community and the state faced significant problems in the 387 Districts and the 

West Maricopa Combine areas, as proven by the ADEQ, ADWR, City of 

Maricopa, and Arizona Corporation Commission cites above. 

Water is certainly a scarce resource in the Lower Hassayampa Sub-basin (the 2. 

’ December 6,2007 Hearing Transcript, Docket No. 06-0545, pages 67-73. 
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Q. 

A. 

3. 

service area of many of WMC’s utilities). Global’s Total Water Management was 

the tool the ADEQ and ADWR indicated was necessary to deal with that significant 

scarcity. In order to implement that tool, Global had to buy WMC and an 

acquisition premium had to be paid. The ICFAs allowed the premium to be paid by 

developers ensuring that customers pay only for the plant necessary to implement 

Total Water Management. Imputing the ICFA fbnds as CIAC distorts the true cost 

of implementing Total Water Management and thus misprices the scarce resource: 

water. 

The ICFA for acquisition costs approach ensures that rates fit into the larger 

economic environment in two ways: First, they prevent an acquisition from 

increasing rate base and customer rates. And second, they assign the costs to the 

beneficiaries, i.e., the developers seeking to develop housing in an area with 

troubled utility service (the 387 Districts) and in areas with significant water 

challenges (the West Maricopa Combine). Treating all developer supplied hnds  as 

CIAC without consideration of the wider circumstances violates this basic 

ratemaking principle. 

Acquisition Adjustment. 

Is there a regulatory principle that supports allowing Global to recognize the costs of 

those acquisitions? 

There is: the acquisition adjustment. Professor Bonbright stated, in Chapter XII, Original 

Construction Cost Versus Subsequent Acquisition Cost, that “if the transfer.. . was an 

essential, or at least a desirable, part of a program of integration, justified in the public 

interest for the purpose of securing operating efficiencies.. . a claim by the present 

company that its purchase of the acquired properties was, in effect, a devotion of capital to 

the public service, cannot be dismissed as without merit.” 7 6 
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Q* 
4. 

Q. 

A. 

And fbrthermore, Professor Bonbright wrote in Chapter XIII, The Depreciation or 

Amortization of Acauisition-Adjustment Costs, that assuming the utilities commission 

found the acquisition was in the public interest (as earlier outlined) then the cost above 

book should be amortized - but “an arbitrary rate, such as characterizes accounting 

practice with respect to some intangibles, may be chosen.” ‘TI 3 

Doesn’t Global stand to benefit in the future from the purchase of the WMC? 

The purchase of the WMC by itself provides no immediate benefit to Global. Only after 

Global has made significant investments in plant will it be able to benefit from future 

growth in the WMC areas. The only benefit Global stands to gain from future growth is 

the return it will earn on future plant investments. This is why utility investors always ask 

utilities about actual growth rates and forecasts - and why they evaluate capital 

expenditures, past and planned, to assess whether growth will be a net positive to the 

utility’s value. There is no such thing as a free lunch, and a “growth opportunity” is not 

viewed by investors as a ‘free lunch’: Growth is both a cost and an opportunity. 

Does Global support an acquisition adjustment along the lines of that outlined by 

Professor Bonbright? 

Our position is, and always has been, that the ICFA provides the Commission with a new 

means of achieving the goals and benefits of consolidation and integration of troubled and 

challenged water and wastewater utilities. Since any acquisition adjustment would be 

offset by ICFA funds, there is no need to actually put the acquisition premium into rates. 

There are two ways to achieve that, as outlined above, i.e., leave rate base unchanged, or 

deduct ICFA h d s s  by calling them CIAC and then approve an acquisition adjustment to 

offset the CIAC imputation. We prefer that the Commission reverse its CIAC imputation 

so that the rate bases of our utilities remain as they were prior to the acquisitions. 
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V. 

Q. 

A. 

However, if the Commission wants to explicitly deal with the acquisition costs, it should 

follow the approach of treating the ICFA money as CIAC, and then adding the Acquisition 

Adjustment back to rate base - the effect would be to “zero out” any change to rate base, 

again leaving the rate bases of our utilities intact. (This second approach would leave a 

signific&t deferred tax asset in the rate bases of the Global utilities as discussed in Matt 

Rowell’s testimony.) 

In the end, the Commission should put the costs where they belong - on the developers 

who benefitted from the consolidation and the subsequent improvement to their ability to 

develop the 387 and WMC areas. 

Financial and rate impacts of ICFA decisions. 

What was the financial impact of the Commission’s decision to impute ICFA fees as 

CIAC? 

The impacts were severe - the CIAC imputation caused an $85 million net loss for Global 

in 201 0. The balance sheet and income statement impacts were summarized in the 

presentation L of Global’s Controller, Brett Higginbotham, to the water workshop as shown 

below: 

Balance Sheet - 2009 - 2010 

Assets 

Goodwill $39.1 Million $13.1 Million 

Liabilities 

Deferred Revenue $23.4 Million $0 

CIAC -Net $1.1 Million $63.4 Million 

Income Statement 

Revenues 
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A. 

Q. 

A. 

Q. 

A. 

ICFA Revenue $12.9 Million $0 

Expenses 

Goodwill impairment $0 $24.0 Million 

Regulatory Provision $0 $5 5.2 Million 

Net Loss $(4.6 Million) $(85.0 Million) 

What is the impact on the Global Utilities rate bases of reversing the CIAC 

imputation ordered in the last rate case? 

Reversing the CIAC imputation as proposed here would result in an increase in the rate 

base of Palo Verde of $10,846,549, Santa Cruz’s rate base would increase by $6,070,139, 

and WUGT’s rate base would increase by $4,046,521. These adjustments are shown in the 

Rate Schedules at Rate Base Adjustments B-2.2a and B-2.2b. 

Does the above account for the full amount of the CIAC imputation from the last rate 

case? 

No. Additional CIAC was imputed to Palo Verde’s and Santa Cruz’s “Southwest Plant” 

which is not in service. Since this plant is not in service the de-imputation of that CIAC 

will not affect the rate bases in this rate case. See rate base adjustments B-2.2a and B-2.2b. 

Are there other aspects of the ICFA CIAC imputation the Commission should be 

aware of? 

Yes, as explained in Mr. Rowell’s testimony, the CIAC imputation has created significant 

deferred tax assets in the affected Global utilities that should be recognized in rate base if 

the CIAC imputation is not reversed. If these tax assets are included in rate base, they 

would actually off-set much of the rate impact of the CIAC imputation. Conversely, 

reversing the CIAC imputation would also eliminate these deferred tax assets. Thus, 

reversing the CIAC imputation would not have as large of a rate impact as many might 
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VI. 

Q- 

A. 

Q. 
A. 

Q. 

assume. 

Treatment of ICFAs aoinp forward. 

So far you have focused on the past ICFA funds received. What about ICFA funds 

received going forward? 

In response to concerns raised by Staff in the last rate case, Global established a separate, 

segregated account for ICFA funds. This should siinplifjr accounting for these funds in the 

future. 

How should funds received in the account be treated? 

Because the funds are in a special, segregated account, they should be treated similar to 

hook-up fees, which are also kept in separate accounts. The Commission has recently 

made significant policy decisions clarifying the proper accounting for hook-up fees. In the 

recent Bella Vista rate case, the Commission stated that hook-up fees should be treated as 

CIAC, and “are appropriately deducted from rate base as non-investor supplied capital”, 

but “we think the deductions should not occur until such amounts have been expended for 

plant.”8 The ACC came to the same conclusion in the recent Litchfield Park Service 

Company and Johnson Utilities rate cases.g 

Therefore, we propose that funds received in the separate ICFA account be recorded as 

CIAC upon receipt. However, the CIAC should not be deducted from rate base until the 

funds are removed from the account. 

What about situations where funds from the ICFA account are clearly spent on 

something that is not utility plant? 

Decision No. 77251, Page 47, lines 9-12. 
Decision Nos. 72682 and 72579. 
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I suggest that the Commission find that in that situation, Global may request an accounting 

order for any specific transactions where the use of the TCFA funds should not reduce rate 

base. For example, using ICFA funds to pay a future acquisition premium, for the reasons 

discussed above. These cases could be decided on a case-by-case basis, and again the 

A. 

VII. 

Q. 

A. 

Q. 

A. 

default would be that any finds from the account spent on anything would be treated as a 

deduction fiom rate base, unless the Commission approves a different treatment for a 

specific transaction. 

Distribution System Improvement Charge (“DSIC”) and Collection Svstem 

Improvement Charge (“CSIC”). 

Is Global proposing a DSIC and a CSIC? 

Yes. In this filing, Global Water proposes a Distribution System Improvement Charge 

(DSIC) for Willow Valley, Santa Cruz, Valencia Town and Greater Buckeye Divisions, 

and Greater Tonopah, and a Collection System Improvement Charge (CSIC) for Palo 

Verde. The most significant need is in Willow Valley, a certain area in Valencia known as 

“Old Valencia”, and a few of Global’s older public water systems in Greater Buckeye and 

Greater Tonopah. I will focus on the Willow Valley situation specifically in support of our 

proposal. Global recognizes that combining a DSIC with a significant rate increase, such as 

Willow faces, creates additional challenges for the Commission - but in this instance the 

need for the DSIC is proven by the significant rate increases Willow customers face in this 

case, and in the future. 

Why is a DSIC so important in Willow Valley? Can you provide background for 

that statement? 

Willow Valley Water Company was one of the WMC systems. Mr. Fleming’s testimony 

describes in detail the numerous problems Global discovered with WMC. 
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4. 

Q. 
A. 

Has Global considered using Staff’s Sustainable Water Improvement Plan (SWIP), as 

proposed in the recent Arizona Water Company rate case? 

We have considered it, and would like to state that we believe the SWIP approach strikes 

us as an interesting and potentially useful “first step” as the Commission explores the 

whole issue of DSICs and infi-astructure replacement programs as a means on conserving 

water, reducing rate case frequency and complexity, improving water and wastewater 

service, and smoothing out rate increases to avoid the “rate shock” the Commission and 

customers confronted when the real estate collapse created a tidal wave of rate cases. 

However, the issues in Willow Valley and some of the other WMC systems are too severe 

to be remedied by SWIP. The SWIP program may be beneficial “preventative medicine” 

to keep a healthy system in good repair; but some of the WMC systems need emergency 

surgery. 

Are there other concerns with Staff’s SWIP mechanism? 

Yes. The ten year period for cost recovery directly conflicts with the Commission’s 

fkequent admonition that companies need to file more frequent rate cases. The use of a 

deferral account that merely allows companies to request recovery of invested capital into 

used and usehl infrastructure does not decrease regulatory risk - in fact it arguably 

increases it because we would have an explicit Commission policy that states that capital 

invested in used and useful infrastructure under a Commission-developed “Sustainable 

Water Improvement Plan” is not necessarily recoverable. 

Investors evaluate regulatory risk by comparing the regulatory treatment in a jurisdiction in 

two ways: First, by comparing the jurisdiction with other jurisdictions; and secondly by 

comparing the jurisdiction’s consistency in and of itself. In both cases, the SWIP would 

disappoint and confuse investors. It is not as significant as a DSIC - it has narrower scope 

of assets, a very long recovery period, and no certainty on recovery; and it is far different 
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treatment than that the Commission provides to electric utilities in Arizona which have 

annual adjustors for all manner of plant investments - from transmission to renewable 

generation to distribution lines and energy efficient infrastructure. 

Why is a DSIC needed in for Santa Cruz, and why is a CSIC needed for Palo Verde? 

Actually, the DSIC & CSIC would be more of a preventative measure for Santa Cruz and 

Palo Verde, in contrast to the troubled former WMC systems (Willow Valley, and the 

older systems in Valencia, Greater Buckeye and Greater Tonopah). In other words, in 

these systems we know some of the pipelines must be replaced and rebuilt; in Santa Cruz 

and Palo Verde, the DSIC (or CSIC) is appropriate because DSICs (or CSICs) can be 

emplaced and utilized on an as-needed basis. It makes sense to begin the use of DSICs (or 

CSIC) in areas that cannot be fixed without them, and in areas where there is no massive 

need because in those areas the DSIC (or CSIC) will only result in minor annual increases. 

In both the “worst case” and “best case” scenarios we outline here, the Commission should 

enact DSICs and begin evaluating their efficacy. 

Moreover, it would make little sense to have a DSIC for some Global areas, and a SWIP 

for others. That would only increase customer confusion, as well as increasing the 

regulatory burden for both Staff and Global having to administer two separate programs. 

To reflect the more preventative nature of a DSIC for Santa Cruz and a CSIC for Palo 

Verde, we are proposing a lower cap for Santa Cruz and Palo Verde than for the former 

WMC systems such as Willow Valley. 

Can you provide details on the DSIC (or CSIC) you envision? 

Yes, there are several elements to a DSIC (or CSIC). We need the Commission to make 

determinations on the following issues: 

1. Defining which infiastructure qualifies for the DSIC (or CSIC); 
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2. 
3. 

4. 

5.  

The maximum allowable annual adjustment under the DSIC (or CSIC); 
The forms required in order to allow the Commission to understand and evaluate 
the proposed DSIC (or CSIC) adjustment; 
The accounts and controls the Company needs to emplace and use a DSIC (or 
CSIC); and 
The customer outreach and education programs to ensure the DSIC (or CSIC) is 
well-understood. 

Outfall Sewer Lines 

What infrastructure should qualify for the DSICs or CSIC Global is proposing 
in this case? 

The following NARUC Accounts should qualify for a DSIC: 

309 Supply Mains 
332 Distribution and 
Transmission Mains 
333 Services 

I 334 Meters I 

For the CSIC, the following NARUC Accounts should qualify for a CSIC: 

1 362 I Special Collecting Structures 

I 365 I Flow Measuring Installations 

What should be the maximum allowable annual adjustment under the DSICs (or 

CSIC) Global is proposing in this case? 

For the Willow Valley Water Company and the other WMC systems, which is a “worst 

case” scenario in terms of the amount of infrastructure needing replacement in the near- 
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term; we propose an annual adjustment cap of a seven percent (7%) increase in water bills. 

For Santa Cruz and Palo Verde we propose an annual adjustment cap of 3 percent (3%). 

What forms does Global propose to file with the Commission in support of annual 

DSIC (or CSIC) adjustments? 

The first thing to consider is the difficulty a DSIC approach could create for Commission 

Staff. The simplest approach for the utility is also the likeliest to be difficult for the 

Commission Staff - i.e., the utility would prefer to make a filing each year specifylng, by 

account, the replacements for the prior year and the proposed replacements for the next 

year. But one moment of reflection on that approach results in a realization that within a 

few years of that type of DSIC policy in Arizona, the Commission’s Staff would have to 

make a Hobson’s Choice between spending all its time assessing the DSIC plans, or 

performing its duties in rate case filings. That is not the appropriate result of any DSIC 

policy. 

How can the Commission enact DSICs (or CSICs) without overwhelming its own 

ability to fulfill its mission in rate cases? 

We propose that each of the Global Utilities should develop a Proposed System 

Improvement Plan that details the amount of plant in each of the NARUC accounts by the 

amount in each account (e.g., the number of miles in the account, or the number and types 

of meters) and the rate base value of each account. 

The Proposed System Improvement Plan shall specify the five- and ten-year replacement 

plans for each account and provide sufficient data to justify the need for such replacements 

(e.g., water loss statistics, service life status of the existing infrastructure, frequency and 

duration of outages resulting from failures of infrastructure in each account.) 
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NARUC 
ACCOUNT 

Every two years, each Global utility shall update its Proposed System Improvement Plans 

- akin to the Biennial Transmission Plans required of electric utilities -with one major 

difference: With the Biennial Transmission Plan the transmission company is dealing with 

growth estimates - here there is no growth aspect and the DSIC is a simpler analysis 

driven by two metrics: The age of the infkastructure, and the actual outages experienced in 

each type of infrastructure. The format could be as simple as this: 

Total (In Replaced in To be 
Miles) Past 12 Replaced in 

Months next 12 
months 

Total (In Replaced in 
Miles) Past 12 

Months 

309 Supply 
Mains 

332 
Distribution 
and 

To be Average 
Replaced in Age of 
next 12 plant in 

Mains 

332 
Distribution 
and 
Transmission 
Mains 

I 334 Meters 

For the CSIC, the format could be as simple as this: 

Average 
Age of 
plant in 
Account 

SA1 DI/SAI F I 
(show each of 
past three 
years) 

NARUC 
ACCOUNT 

360 - 
Collection 
Sewers - 
Force 

361 - 
Co I lect io n 
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3. 
4. 

Q. 
A. 

Q. 
A. 

Sewers - 
Gravity 

362 -Special 
Collecting 
Structures 

363 -Services 
to Customers 

364 - Flow 
Measuring 
Devices 

365 -Flow 
Measuring 
Installations 

Sewer Lines 

What are SAIDI and SAIFI? 

They are measures of the reliability of a utility system. SAIDI means “System Average 

Interruption Duration Index” and SAIFI means “System Average Interruption Frequency 

Index.” These measures are commonly used in the electric industry, but conceptually they 

can also be applied to the reliability of water distribution systems, but not sewer collection 

systems. 

Does Global track SAIDI and SAIFI? 

Yes. Global began compiling SAIDI and SAIFI for their companies a few years ago. 

So what would the Commission Staff have to evaluate under this proposal? 

I believe the review would be straightforward - is the utility spending the DSIC (or CSIC) 

money on the account type that has the oldest infrastructure and/or the highest failure 

rates? Are the resulting SAIDI and SAIFI metrics improving as a result? 
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4. 

Q. 

4. 

Q. 

A. 

What would occur if the Commission Staff believed the company wasn’t improving 

the system with its DSIC? 

The Commission Staff could request a hearing on the efficacy of the company’s use of the 

DSIC proceeds and the efficacy of the coinpany’s System Improvement Plans. 

What accounts and controls does Global propose to emplace in order to increase the 

Commission’s ability to evaluate and monitor Global’s DSIC (or CSIC) accounts? 

I propose the following requirements: 

1. 

2. 

3. 

4. 

The Global Utilities shall identify all DSIC-funded (or CSIC-fknded) projects in its 

System Improvement Plan, 

The Global Utilities shall use debt and equity resources to fimd the costs of those 

projects, and 

The Global Utilities shall annually file with the Commission a surcharge proposal 

that would allow them to put the completed projects into rate base and recover the 

WACC authorized in the last rate case - with the limitations as noted above: 

For Willow Valley, no annual surcharge shall increase rates by more than 7 

percent; for the other Global utilities, no annual surcharge shall increase rates by 

more than 3 percent: 

i. For any year in which the calculation of the plant additions and the WACC 

would result in an increase greater than the amount allowed, the remainder 

shall be deferred and emplaced in rates in a subsequent year in which they 

can be added without exceeding the annual change cap. 

What customer outreach and education does Global propose to implement in order to 

ensure customers understand the DSIC (or CSIC)? 

Global would conduct the initial engineering and managerial analysis for each system and 

develop a Proposed System Improvement Plan for each utility. Global would then conduct 
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public comment sessions in each service area to explain the need for the Improvements, the 

expected benefits from the Improvements, and the proposed maximum annual change in 

customers’ bills under the Plan. Global would compile a record of all customer feedback 

received in those public comment sessions and retain the comments, along with Global’s 

responses as discoverable data for the Commission Staff. Global would also post the 

Proposed System Improvement Plans on each utility’s website and would provide the URL 

for those plans on the customers’ bills at least quarterly. 

Does this conclude your testimony? 

Yes. 
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1. 

Q. 
A. 

Q. 
A. 

Q. 
4. 

Q. 
4. 

Q. 
A. 

Introduction. 

Please state your name and business address. 

My name is Matthew Rowell. My business address is PO Box 5 1628, Phoenix, Arizona. 

By whom are you employed and what are your duties and responsibilities? 

I ani a managing member of Desert Mountain Analytical Services (“DMAS”), a 

consulting film specializing in utility regulatory matters. In that capacity I have provided 

testimony regarding various utility regulatory issues before the Arizona Corporation 

Commission (“Commission”). 

Please state your background and qualifications in the field of utility regulation. 

A statement of my qualifications is included as Attachment Rowell- 1 to this testimony. 

What is the purpose of your testimony? 

This testimony presents and explains Global’s position on the issues of the overall, rates 

of return to be approved, the costs of equity and debt faced by the Global Utilities and the 

Global Utilities’ capital structures. My testimony on rate consolidation and deferred 

income taxes is included under separate cover. 

Please summarize your testimony. 

This testimony demonstrates that the Global Utilities are not currently earning the rates of 

return authorized in Global’s last general rate case and that the previously authorized 

rates of return are not sufficient to cover Global’s current cost of capital. The overall 

rates of return recommended for each of the Global Utilities are: 
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Table 1 R ommend d Overall Rates of Return 

Palo Verde 8.81 Yo 
Santa Cruz 8.79% 
Valencia Water Company Town Division 10.54% 
Valencia Water Company Greater Buckeye 
Division 

1 1.07% 

Willow Vatley Water Company 10.6% 
Water Utility of Greater Tonopah 10.72% 
Water Utility of Northern Scottsdale NA 

Consolidated West Valley 1 0.1 7% 

The recommended overall rates of return are supported by the following costs of equity, costs of 

debt and capital structures: 

Table 2: Recommended Costs of Equity and Debt and Capital Structure 

Cost of Equity Cost of Debt Capital Structure 
(Percent Equity) 

* 
Palo Verde 1 1.44% 6.36% 48% 
Santa Cruz 6.58% 54% 

Valencia Water 1 1.44% 6.3% 
Company ,Greater 
Buckeye Division 
Willow Valley Water 1 1.44% 4.72 87% 
Company 
Water Utility of Greater 11.44% 
Tonopah 

6.32% 86% 

Water Utility of NA NA 100% 
Northern Scottsdale 
Consolidated West 1 1.44% 
Valley 

7.12% 78% 
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[I. 

2. 
4. 

The costs of equity are supported by an analysis of the returns on equity currently being 

earned by a sample of water and natural gas utilities (the comparable earnings analysis.) 

The comparable earnings analysis is supplemented by results derived from the 

Discounted Cash Flow (“DCF”) and Capital Asset Pricing (“CAPM”) models. The costs 

of debt are based on the actual interest rate for Global and the Global Utilities. The 

capital structures for Palo Verde and Santa Cruz are developed from an imputation of 

Industrial Development Authority bonds held by Global Parent and the capital structure 

of the other Global Utilities are based on their actual levels of debt and equity. 

Cost of Capital Issues Facing Arizona’s Water and Wastewater Utilities. 

Please explain the concept of “cost of capital.” 

The cost of capital is the expected return on an investment necessary to attract investors 

to an enterprise. The opportunity cost associated with choosing one investment over 

others is the forgone expected return of the other potential investments. A utility seeking 

to attract investors must provide a return at least equal to the return being provided by 

similar (in terms of risk) other enterprises. That return necessary to attract investment is 

the utility’s “cost of capital.” A utility that earns a return on its rate base at least equal to 

its cost of capital (and that is efficiently managed) will be able to attract necessary capital 

and maintain its financial integrity. 

The overall cost of capital, or weighted average cost of capital (“WACCyy)y is the 

weighted average of the cost of debt and the cost of equity. A utility’s cost of debt is 

readily observable (it is the interest rate on its bonds) but the cost of equity is not directly 

observable and must be estimated. 
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Q. 

A. 

Q. 

A. 

What is the difference between a utility’s cost of equity, the authorized return on 

equity and the realized return on equity? 

The cost of equity is the forward looking opportunity cost of an equity investment. It is 

also the expected return required to attract equity capital. The authorized return on equity 

is the estimate of the cost of equity that the regulatory commission uses to determine the 

utility’s revenue requirement. The realized (or actual) return on equity is a backward 

looking accounting measurement that shows the return on equity that was actually 

realized over a given year. The realized return on equity is calculated by dividing the 

utility’s net income by its total equity balance. 

Please discuss the challenges facing Arizona utilities with respect to the cost of 

equity. 

Water and wastewater utilities in Arizona have been challenged by both: (1) the 

authorized ROEs awarded by the Commission; and (2) by the level of realized ROEs they 

have actually been able to achieve. 

ACC-authorized ROEs have been low relative to those authorized in other states. ,And 

equally impoi-tant, the policies and practices of the Commission make it very difficult for 

Arizona’s water utilities’ to realize the ROEs authorized by the Commission. In fact a 

review of realized ROEs of Class A Arizona water utilities reveals that on average they 

actually provide a return of only 2.91% to their equity investors over the past 11 years. * 

Throughout this testimony the term “water utilities” will be used to refer to both water and 
wastewater utilities collectively. 

This is a weighted average of the realized returns for each company shown in Table 3 over the 
11 years (2000-2010.) The returns were weighted by the equity balances of each utility in each 
year. 
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Looking at just the past 5 years reveals that the same utilities provided an average return 

on equity of only 1.75°h.3 

A 1.75% utility investor return on equity is absurd. A quick review of CD rates 

demonstrates that five-year “jumbo” CDs (requiring a deposit of at least $100,000) 

provide returns around I .75%.4 And a CD is not an investment - they are backed by the 

FDIC so there is no chance of losing one’s money. Secondly, CDs carry no liability risks 

for the CD holder - no one is going to sue you claiming that your CD had an odor issue. 

Third, CDs will never necessitate subsequent investment by the CD holder - unlike a 

utility company which could have a well or system failure at any moment necessitating 

another large investment. Fourth, CDs carry no regulatory costs or risks - CD holders do 

not have to monitor regulatory changes, policies and decisions; they do not have to meet 

regulatory standards and timelines, they do not face any costs of compliance. Fifth, CD 

holders do not have to provide any good or service to anyone at all - there are no 

customers to care for, no water to be tested and delivered, no community that needs 

support and involvement. 

And yet, in the Arizona water industry - a five year jumbo CD that avoids all of those 

issues, all of the things that make a business a business, capital an investment, Le., the 

things that comprise “risk” and require the promise of “reward” - all of those things 

provide Arizona water companies with no upside to a five year jumbo CD because a five 

year jumbo CD provides the same return with none of those risks. 

This is a weighted average of the realized returns for each company shown in Table 3 over the 
5 years (2006-2010.) The returns were weighted by the equity balances of each utility in each 
year. 

www.bankrate.com. 
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Q. 

4. 

So as the Commission and the customers wonder why water companies won’t take over 

troubled systems, won’t invest in new growth, require larger and larger hook-up fees and 

deposits, and why few of the smaller, less-capitalized systems gets consolidated - there is 

no need to look further than the Arizona ROEs providing lower returns than the market 

requires. 

How do you support your claim that authorized ROEs in Arizona are below what is 

typical in other states? 

Several sources of information indicate that authorized ROEs in Arizona are below those 

typical in other states. Independent equity analysts have indicated that Arizona’s 

authorized ROEs are below what is typical in other states and my own research on this 

point confirms this. Additionally, specific Commission decisions in previous Global, 

Litchfield Park and Arizona- American rate cases provide anecdotal evidence of the 

Commission’s propensity to authorize ROEs below those recommended by its Staff. 

In April of 201 1 Janney Montgomery Scott, a well-respected investment firm with roots 

tracing back to 1832, introduced its Regulatory Climate Indicator (RCI) report which 

examined and ranked several states based on the regulatory climate for water uti l i t ie~.~ 

Janney collected information on 16 states where investor owned water utilities are active. 

Of those states Arizona was ranked dead last. While other factors (discussed below) 

influenced this ranking, the most important variable in Janney’s rankings is the average 

ROE granted to water utilities by the state commission and Arizona’s propensity to 

authorize low ROEs had a substantial impact on Janney’s ranking of Arizona. 

Janney Water Journal - April 201 1. 5 
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Each November Public Utilities Fortnightly publishes authorized ROEs from utility 

commissions across the country. Examining several years of these Public Utilities 

Fortnightly surveys indicates quite clearly that ROEs granted in Arizona are well below 

what is typical nationally - and more so when one compares those to the Commission’s 

ROE decisions for water companies. What’s really interesting about that review is that in 

most years, the Commission’s Staffs ROE position is much closer to the national 

average than the Commission-imposed ROE. It appears that sometimes the 

Commissioners use the ROE as a lever to ratchet rates down, instead of as a tool to attract 

investment and improve service quality. 

Three recent cases illustrate the Arizona Commission’s propensity to authorize ROEs that 

are not only low compared to national norms but are even below those recommended by 

the Commission Staff, First, in Decision 70372 the Commission authorized an ROE of 

8.8% for Arizona-American’s Anthem district. This was well below the 10.3% 

recommended by Commission Staff, Second, in Global’s last rate case the Commission 

authorized an ROE of 9.0% - a full 100 basis points below Staffs recominended 10.0% 

return (see Decision 71878.) 

Finally, in Litclifield Park Service Company’s last rate case (Decision 72026) the 

Commission imposed the astonishingly low ROE of 8.01% when the Staff was 

recommending 9.2% and RUCO was recommending 9.0%. These three examples are the 

most extreme cases but they are certainly not the only cases where Commission-imposed 

ROEs were below those recommended by the Staff. 
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Q. 

4. 

Q.  

A. 

Besides their low levels are there other notable aspects of authorized ROEs in 

Arizona? 

The Commission’s propensity to impose ROEs significantly below those recommended 

by the ALJs, by its Staff and in some cases even by RUCO greatly increases the level of 

regulatory uncertainty faced by Arizona’s utilities, The signal this sends to equity 

investors is that the ACC cares little about their ability to receive an adequate return on or 

of their investment. Rather, the ACC appears to view the authorized ROE as a highly 

malleable variable that it can set with little technical justification. This sends a chilling 

signal to equity investors - increasing the cost of equity capital for Arizona utilities. 

Anyone who reads cost of capital testimony in Arizona has to have noticed that almost 

every Arizona utility makes this point clearly: the Commission has, because of its 

decisions and actions, achieved a national reputation for being anti-investment in water. 

The fact that Arizona lies in the midst of the Sonoran Desert and the Rocky Mountain 

states - two of the most water-challenged areas in the United States - only increases 

investors’ bafflement and fear of the Commission. 

Turning now to achieved ROEs, how do you support your claim that Arizona’s 

water and wastewater utilities are not achieving their authorized ROEs? 

I calculated the realized ROEs from 2000 to 2010 of several of the larger water utilities in 

the state. Not only are the realized ROEs significantly below what water utilities are 

earning outside of Arizona (discussed further below) but they don’t come close to the 

authorized ROEs established by the ACC. 
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. Table 3: Average Realized and Authorized ROEs 2007-2010‘ 

Company 11 Year Average 
Average Authorized 
Realized ROE ROE Effective 
2000-201 0 2000-2010 

Arizona Water 8.38% 9.5 1% 

Arizona American (Water and 0.70% 9.97% 
Sewer) 

LPSCO (Water and Sewer) 5.35% 8.75% 
Chaparral City - 1  .OS% 9.60% 

Table 3 shows clearly that Arizona’s water industry is characterized primarily by under- 

earning. In fact over the 55 observations ( 5  companies over 11 years each) there were 

only eight instances where the authorized ROE was achieved in a given year. Over the 

past 5 years the authorized ROE was not achieved by any of the utilities in any year. 

This statewide history of low returns naturally causes equity investors to perceive 

Arizona as a high risk environment. 

The evidence demonstrates that this propensity for under-earning is much more prevalent 

among Arizona’s water utilities than it is among the utilities that are typically used as the 

sample for developing recommendations regarding authorized ROEs. 

Chart 1 below compares the distribution of actual ROEs of the Arizona utilities presented 

above compared to the distribution of actual ROEs of a sample of publicly traded ‘water 

Source of realized ROEs: Net income and equity balances taken from ACC annual reports. 
Source of authorized ROEs: ACC Decisions 61831,67093,68858,69440,70209,70351,70372, 
71410,72047,64282,66849,68302,71845,68176,71308,65436,72026 and 67279. 
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companies. This sample includes the six water utilities typically used by Staff in their 

cost of equity analysis as well as one other (smaller) publically traded water utility.' 

Chart 1: Distributions of Actual Annual ROEs 
' Arizona Water Utilites vs, Staff Sample Water 

Utilities 
2007-2010 

7 

" ............. .... "_l ,__X' . , . I IX. I .  _. ., , . , .. _- I , 5 ~ - . .  ................................ 

4 .... " ............... .X  ................... ,,.-. ....... 

3 :. ......................... ....................... 

. . . . . . . . . . .  

.................... ...... ,.- ........ 

The Arizona realized ROEs have both a lower mean and a wider spread relative to the 

sample of utilities. 

Making the same comparison but using the natural gas distribution utilities utilized by 

RUCO' in their cost of equity analyses reveals the same conclusion. 

The water utilities included in the sample are SJW C o p  (SJW), American States Water 
AWR), California Water (CWT), Aqua American (WTR), Connecticut Water (CTWS), 
diddlesex Water (MSEX) and York Water Co. (YORW.) 
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Chart2: Distributions of Actual ROES 
Arizona Water Utilites vs. RUCO Sample Gas 

Utilities 
2007-2010 

... .. ... . - . .. I .. .... - ..., . "I . ., . , ._ .I ,___. . ~ ,,".. " .. I __. -, . . .. ., 

!:I Arizona 84 Sample 

The Arizona water utilities have both a lower average and wider spread than the natural 

gas s a m p ~ e . ~  

The above analyses clearly demonstrate that Arizona's Class A water utilities persistently 

under-earn relative to their authorized ROES and relative to their peers in other states and 

industries. Additionally, the Arizona returns are not only on average lower than their out 

of state peers they are also more variable (Le., they have a wider spread.) Technically a 

wider spread means the distribution of Arizona returns has a higher standard deviation, 

The gas utilities included in the sample are AGL Resources, Inc (AGL), Atmos Energy Corp. 
\TO), LacIede Group Inc. (LG), New jersey Resources Corporation (NJR), Northwest Natural 
;as Co. (NWN), Piedmont natural Gas (PNY), South Jersey Industries, Inc (SJI), Southwest Gas 
lorp (SWX and WGL Holdings, Inc (WGL). 
For Arizona utilities: the average ROE is 1.4% with a standard deviation of 0.060. For the 
imple of gas utilities the average ROE is 1 1.47% with a standard deviation of 0.027. 
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Q. 

A. 

Le., higher risk. The standard deviation of the Arizona sample is 83% larger than that of 

the national water and gas utilities used by Staff and RUCO in their cost of equity 

analysis. The mean of the Arizona sample is 84% less than the national sample. Of 

course investors considering an equity investment in an Arizona water company take this 

into account. The historical record indicates that they can expect greater variability and 

lower average returns in the Arizona water utility industry than elsewhere. 

How do you explain the pervasive under-earning of Arizona’s water utility 

industry? 

The water utility industry in Arizona faces many challenges. Some of those challenges 

are faced by the industry nationwide but many result from circumstances in Arizona. 

Challenges that face the industry as a whole include the extremely capital intensive 

nature of the business coupled with the need for ongoing capital reinvestment and the 

enhancement of EPA regulations. 

is demonstrated by the following chart which shows the amount of capital investment 

(Le., plant) necessary to generate a dollar of operating revenue: 

The extreme capital intensity of the water industry 

2 

US Utility Reports 
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Q. 

A. 

In Arizona these challenges are exacerbated by development risk, the prevalence of old 

and'dilapidated systems in some rural areas, revenue attrition due to conservation, and the 

regulatory environment. 

Can you expand on how the regulatory environment in Arizona makes it difficult 

for water utilities to earn their authorized ROEs? 

Several regulatory factors serve to depress realized ROEs in Arizona: 

(1) the strict adherence to an historic test year coupled with rate case processing times 

that average well over a year; 

the use of rate structures explicitly designed to encourage conservation without 

adjustments to revenue requirements to account for conservation; 

the Commission has historically imposed severe conditions on CC&N expansions; 

abnormally low authorized ROEs, as compared to other states; and 

the relative small size of most Arizona water utilities. 

(2) 

(3) 

(4) 

( 5 )  

Note that I am not saying that a historical test year in and of itself is inherently bad, nor 

am I saying that conservation-based rate designs are bad. But the confluence of all these 

factors without some recognition in the ratemaking process results in severely depressed 

realized ROEs. Clearly this is something the Commission understands - because in the 

last APS rate case, APS was provided with over a year of post-test year plant adjustments 

and annual recovery of all its conservation expenses, and in the recently approved APS 

Settlement it received the Lost Fixed Cost Revenue adjustor allowing it to increase 

revenues by 1 % a year to offset the impact of conservation and rate case delays. The 

Commission and Staff justify that treatment using the same arguments that I am making 

here - chronic under-earnings negatively impact investors and increase the cost o f  capital 

and reduces the utility's ability to provide reliable, affordable, and sustainable utility 

service. 
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In common with utilities around the country, many Arizona utilities (including Global) 

face the need for significant re-investment in older distribution plant. Because of 

Arizona’s strict adherence to the historical test year standard these re-investments face 

the same carrying cost problem as new utility investments -there is a significant lag 

between when the investments are made and when a return on and off the investments 

can begin. 

Some state utility commissions have addressed this problem using Distribution System 

Investment Charges (DSICs) that allow for returns to be earned on these re-investments 

without a full rate case.” Not only does Arizona (so far) not allow for a DSIC-like 

mechanism but the extremely long processing times for rate cases in Arizona further 

exacerbates these problems associated with the recognition of investments. It typically 

takes well over a year to complete a rate case for a class A utility in Arizona. This means 

that Arizona utilities are constantly playing catch up because when rates go into effect 

they represent a level of capital investment that’s close to two years old. 

The use of tiered rates is also contributing to the erosion of earnings among Arizona 

utilities. Tiered rates are specifically intended to reduce consumption, yet the 

Coqimission has not recognized that consumption may decline when it sets rates. 

Previous to the economic downturn the full effect of tiered rates on revenue collections 

was masked by customer growth. But now that customer growth has leveled off at lower 

(and sustainable) levels the effect of tiered rates is becoming clear. While conservation is 

a laudable goal, its effect on utilities’ revenue cannot be ignored. 

DSICs go by different names in different states and each state has implemented them slightly 
differently. According to the National Association of Water Companies California, Connecticut, 
Delaware, Illinois, Indiana, Missouri, New Hampshire, New Jersey, New York, Ohio and 
Pennsylvania each allow for DSIC like mechanisms, see: http://www.nawc.org/state-utility- 
regulationhegulator y-practiceddistri bution-system-investment-charge.aspx. 
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During the previous decade the Commission had a policy of requiring utilities to obtain 

an Approval of Construction (AOC) from the ADEQ for plant needed to serve CC&N 

expansion areas. Receiving an AOC requires the construction of plant. The requirement 

to obtain an AOC by a specific date was included in several Commission orders granting 

CC&N expansions. So the Cornmission effectively ordered utilities to build plant by 

specified dates. This was a highly problematic policy that contributed to a significant 

amount of non-used-and-useful plant being built. While I understand that the 

Commission no longer is pursuing this policy, the effects of its past imposition will linger 

for years, if not decades. 

Finally, it is the case that utilities in Arizona are relatively small. Small size affects both 

the revenues and costs of utilities. Small utilities’ revenues are far more susceptible to 

shocks resulting from customer conservation (or customer loss) than larger utilities. 

Consider the example of a large industrial user of water that decides to conserve and use 

less water. A large utility with a diverse customer base will be able to absorb that loss 

much more easily than a smaller utility that is far more dependent on each of its large 

users for revenue. On the cost side smaller utilities are much more susceptible to 

earnings erosion due to equipment failure than are larger utilities. Consider a pump 

failure for example: to a large utility operating multiple systems in multiple states a 

single pump failure is really a drop in the bucket and will have little impact on earnings. 

For a smaller utility, the same pump failure can have a much greater impact on earnings. 

The Janney report discussed above cites some of these same issues as reasons why 

Arizona scored so low in Janney’s utility rankings. The adherence to an historical test 

year, long rate case processing times, and the lack of a DSIC-like mechanism all 

contribute to a lower ranking under the methodology used in that report. 
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Q. 

A. 

Q.  

A. 

What other sources can you point to support your contention that the environment 

in Arizona is inherently unfavorable to the water utility industry? 

Statements made in American States Water Company’s 2010 annual report to its 

shareholders are telling: 

Also unacceptable were the low historical returns on our investment in 
Chaparral City Water Company (CCWC), our Arizona subsidiary. In light of 
those returns, we did not have an interest in growing CCWC. We further 
concluded that given CCWC’s small size, it made business sense to consider 
a sale. During the first six months of 20 10, we implemented a sale process 
that resulted in our signing an agreement to sell CCWC to EPCOR Water 
(USA) Inc. for $35 million, including $29 million in cash and $6 million in 
assumed debt. . , . We plan to use the cash from the sale to fund capital 
expenditures at GSWC, allowing us to defer one of our periodic AWR 
equity issuances. ’ 

This quote demonstrates the effect of the ACC’s decisions: private capital is fleeing the 

Arizona water utility industry. Rather than continuing to invest in Arizona, rational 

investors are seeking to shed their Arizona water utility investments. Similarly, 

American Water some time ago stopped supplying its Arizona subsidiary with equity 

capital’* and has now sold that subsidiary. 

Please explain how the above factors are relevant to the issue of setting a forward 

looking cost of equity. 

The above discussion clearly demonstrates that Arizona water utilities face a higher than 

typical level of risk. Specifically, the facts clearly show that Arizona water utilities are at 

great risk of not achieving their authorized ROE (since no Class A water utility in the 

American States Water Company, 2010 Annual Report to Shareholders page 13. GSWC is 

See Arizona American’s most recent rate case application at pages 4-5 Docket No. W- 

I 1  

Golden State Water Company, American States’ California subsidiary. 
12 

01 303A-1 O--0448. 
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Q.  

A. 

Q.  

A. 

state has managed to achieve its authorized ROE in the past five years.) This means that 

ROES based on samples of non-Arizona utilities will understate the necessary ROE for an 

Arizona water utility. Thus ROE estimates that are developed through the use of a 

sample of non-Arizona utilities (whether they are based on a comparative earnings 

analysis, a DCF analysis, a CAPM analysis or some other method) will need to be 

augmented upwards to reflect the circumstances in Arizona. 

Why does the statewide history of low returns imply that Arizona water utilities face 

a higher cost of capital than is typical? 

The expected return required to attract capital to an. investment depends on that 

investment’s perceived risk. The higher the risk, the higher will be the expected return to 

attract sufficient capital.’3 A history of low returns indicates that Arizona is a high risk 

environment for water utility equity investors. Equity investors will require relatively 

higher expected returns to invest in Arizona’s industry which raises the cost of capital for 

Arizona’s water utili ties. 

Aren’t water utilities typically considered to be low risk? How can a monopoly 

service provider be thought of as a high risk investment? 

That is a legitimate and logical question. The wide-spread perception that water utilities 

are a low risk investment is based primarily on utility bonds which are typically highly 

rated. Utilities may present low risk to bond investors but that does not mean that equity 

investors face the same risk. Utility bond ratings are generally high because it is widely 

accepted that regulators will not allow a large utility to default on the obligations of its 

l 3  This basic relationship between risk and return is fundamental to finance theory and practice. 
Markowitz, Harry M. “Portfolio Selection,” The Journal of Finance, Vol. VII, March 1952, 77- 
9 1 provides an early exploration of the implications of the risk-return relationship. 
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[II. 

Q .  

A. 

bonds. However, experience shows that no such protection is afforded equity holders. 

The above analysis demonstrates that this is especially true in Arizona. Equity investors 

face the real probability of earning a below normal return which inevitably leads to share 

price depreciation and a loss of capital (or to put it in terms of debt, a loss of principal.) 

The Global Utilities' Current Financial Situation. 

Turning now to the Global Utilities, what rate of return on equity have they 

achieved during the test year? 

The realized ROEs of the Global Utilities are summarized in Table 4: 

Table 4: Realized and Authorized ROEs for the Global Utilities 

2011 Realized ROEs Authorized ROEs 

Palo Verde (actual) 3.27% 9.00% 
Santa Cruz 3.52% 9.00% 
Valencia Water -2.3 3 YO 9.00% 
Company Town 
Division 
.Valencia Water 
Company Greater 
Buckeye Division 

1.48% 9.00% 

vi'illow Valley Water 9.00 
Company 
Water Utility of Greater NA 
T o n ~ p a h ' ~  

NA 

NA NA 

Each of the Global Utilities failed to achieve its authorized Return on Equity during the 

test year. The above discussion demonstrates clearly that this is not unusual for an 

l 4  The Water Utility of Greater Tonopah and the Water Utility of North Scottsdale both have 
negative equity balances which makes the concept of return on equity meaningless. 
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Q. 

A. 

IV. 

Q. 

A. 

Arizona utility. Equity investors understand that Global’s situation is not unique and that 

below normal equity returns are typical in Arizona. 

In addition to the return on equity, can you provide additional details on the Global 

Utilities’ financial situations? 

The financial situation of the Global Utilities has improved since Global’s last rate case, 

but as Table 4 illustrates these utilities are not earning their authorized rates of return. 

The’rates for Palo Verde were phased in and the final step of the phase in did not become 

effective until January 1 20 12 (the end of the test year.) However, even if the final step 

of the previous rate increase had been effective throughout the test year, Palo Verde’s 

Return on Equity would have been only 5.72%. None of the other utilities were subject 

to a phase in from the last rate case. 

The Current Economic Situation’s Impact on Required ROES. 

There have been significant economic disruptions over the past several years. 

Please explain how the current economic situation impacts required returns on 

equity for Arizona water utilities. 

In recent years we have experienced a historic deflation in real estate values, the most 

severe recession in generations, a government bailout of the financial industry, and a 

remarkable increase in the Federal Government’s debt. The post-recession environment 

has been characterized by anemic economic growth, persistent high unemployment, a 

historic down-grading of US government debt and wild swings in equity prices. The 

Federal Reserve’s policy known as quantitative easing was intended to increase economic 

growth by increasing the money supply, however the results have not been impressive as 

economic growth has been slow and the Fed’s policy has stoked fears (if not the 
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actuality) of excessive inflation. Additionally, a significant number of Americans still 

owe more on their home’s mortgage than the home is worth which creates both 

downward pressure on and uncertainty about the real estate market. More recently it has 

become apparent that certain European governments have accumulated an unsustainable 

debt load. A default by these governments could be disruptive to the global financial 

system and while European leaders have given assurances that a default will not happen 

they have been slow in developing a plan of action to comprehensively deal with the debt 

pro b 1 em. 

These factors have led to a remarkable level of risk and uncertainty for equity investors 

of all kinds. The real fear of capital losses has led investors to seek out low risk 

investments (such as US Government debt) which has driven their interest rates to 

historic lows, while at the same time driving the total returns on US Government debt to 

historic highs. 

Because of their monopoly status, water utilities could be thought of as an island of safety 

in a sea of risk and uncertainty, but this is certainly not the case in Arizona. As discussed 

in detail above, equity investors face substantial risks and uncertainty in the Arizona 

water utility industry. 

In addition to the water utility specific issues already discussed, it is also the case that 

Arizona was (and is) in many ways at the epicenter of the real estate implosion. 

Arizona’s economy has always been highly dependent on real estate development and 

that industry’s collapse has hit Arizona (and its water utilities) hard. Additionally, in 

national rankings of foreclosed homes, underwater mortgages and vacant residences 
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Q. 

4. 

Arizona still persistently ranks high.” So the risk of further deterioration in Arizona’s 

real estate market still haunts the state. 

Given the twin threats of regulatory uncertainty and real estate uncertainty it is doubtful 

that equity investors would perceive Arizona’s water utility industry to be a safe haven 

from risk. 

How has the macroeconomic situation affected cost of equity estimation more 

generally? 

The excessive risk of recent years has sparked a “flight to safety” by investors. Seeking 

to avoid risk, investors have been buying US Government debt securities. The Federal 

Reserve also acquired large quantities of US Government debt as part of its Quantitative 

Easing policy. This increased demand for US Government bonds has driven the price of 

those bonds up which drives the yield (and interest rate) of the bonds down. In spite of 

the lower interest rates and yields, the total return accruing to US Government bond 

holders has increased dramatically due to price appreciation. 

This is an issue for cost of equity estimation because the return on US Government bonds 

is commonly used as the proxy for the risk-free rate of return component of the CAPM. 

‘5 RealtyTrac, 0 1  2012 Foreclosure Activity Lowest Since 0 4  2007, April 5,2012 
:http://www.realtytrac. com/content/foreclosure-market-report/foreclosure-trends--q 1 -20 12-and- 
march-20 12-foreclosure-report-----realtvtrac-7 1 1 1) Quote: “Arizona’s foreclosure rate was the 
nation’s highest state foreclosure rate in March.”; 
VuWire Investor, Underwater Mortgages Belie housing Recovery, March 6,20 12 
:http://www.nuwireinvestor.com/articles/underwater-mo~p;ap;es-belie-housinp;-recoverv- 
58847.aspx) Quote: “Statewise, Nevada had the highest negative equity rate, with 61% of 
homeowners underwater on their mortgages. Arizona, at 48%, and Florida, at 44%, ranked 
second and third in the CoreLogic ranking.”; 
US Census data available at http://www.census.gov/hhes/www/housing/hvs/rates/index.html 
show Arizona is ranked 4‘h nationally for vacanthomes. 
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V. 

2. 
4. 

Q. 

A. 

It is questionable whether the depressed yields and inflated total returns associated with 

the flight to safety and Federal Reserve intervention are consistent with the theoretical 

framework of the CAPM. This issue will be discussed in greater detail below under the 

section on CAPM analysis. 

ROE Estimation Based on the Comparable Earnings Approach. 

PIease describe the Comparable Earnings approach to estimating ROES. 

The' Comparable Earnings approach is simple compared to other commonly used ROE 

estimation techniques. The Comparable Earnings approach involves selecting a sample 

of companies and calculating their actual or expected returns on equity. The sample 

returns on equity are averaged and used as a proxy for the required return on equity of the 

utility in question, In the interest of minimizing the amount of subjective inputs, the 

Comparable Earnings analysis presented here is based on the actual returns on equity 

achieved by the sample's utilities, not on earnings projections. 

A. 

How does the Comparable Earnings approach compare to more abstract methods 

such as the DCF model and CAPM? 

Comparable Earnings vs. DCF and CAPM. 

A Comparable Earnings analysis based on actual returns requires no subjective 

judgments regarding financial algorithms, models or figures. The only subjective 

decision the analyst must make is the selection of the companies to include in the sample. 

In contrast, in order to apply the DCF or CAPM models several subjective determinations 

regarding financial variables must be made. With the DCF model the analyst must select 

the appropriate expected growth rate (or rates) of dividends. The analyst must pick a 

proxy for the expected growth rate because the expected dividend growth rate only really 

exists in the minds of investors, making its actual value unknowable. Similarly, with the 
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Q. 

A. 

CAPM the analysts must pick appropriate stand-ins for wholly theoretical variables. 

Appropriate proxies for the “risk free” rate of return, the market risk premium and the 

expected correlation between a given securities return and the market return must be 

selected by the analyst. 

What are the other merits of the Comparable Earnings approach? 

Use of a Comparable Earnings analysis is consistent both with the legal and economic 

underpinnings of rate of return regulation. From an economic perspective, the cost of 

capital is an opportunity cost, the foregone opportunities associated with making a 

particular investment. A Comparable Earnings approach produces the most 

straightforward calculation of the real opportunity cost faced by a potential investor in the 

Global utilities. The comparable Earnings approach fits the concept of “corresponding 

risk?’ espoused by the seminal Hope and Bluejeld US Supreme Court cases. The Hope 

and Bluefield cases are widely regarded as foundational to modern rate base rate of return 

regulation. The cases’ assessment of cost of capital issues is best summarized in the 

following quote from Hope: 

From the investor or company point of view it is important that there be 
enough revenue not only for operating expenses but also for the capital costs 
of the business. These include service on the debt and dividends on the 
stock. By that standard the return to the equity owner should be 
commensurate with returns on investments in olher enterprises having 
corresponding risks. That return, moreover, should be sufficient to assure 
confidence in the financial integrity of the enterprise, so as to maintain its 
credit and to attract capital.“ 

The three cost of capital standards established by Hope and Bluefield are commensurate 

(Le., comparable) earnings, financial integrity and capital attraction. A Comparable 

Earnings analysis of the cost of equity corresponds directly and literally with the 

I 6  Federal Power Commission et. al. v. Hope Natural Gas Company (320 U.S. 591), Emphasis 
added. 
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Q.  

A. 

Q.  
A. 

commensurate earnings standard. The Comparable Earnings approach also satisfies the 

financial integrity standard since only companies characterized by a high degree of 

financial integrity should be included in the sample used to develop the cost of equity. 

Because of the enhanced risk associated with operating a utility in Arizona (discussed 

above) a Comparable Earnings analysis (or any other type of analysis) based on a sample 

of companies with more normal risk profiles will have to be augmented upwards in order 

to satisfy the capital attraction standard. 

Do the DCF and CAPM models also conform to the standards laid out in Hope and 

Bluefield? 

While the DCF and CAPM may not directly contradict the Hope and Bluejeld standards 

they do not conform to the standards as directly as the Comparable Earnings approach 

does. Also, the amount of subjective determinations that must be made when formulating 

the DCF and CAPM models will always raise questions about the extent to which their 

results conform with the Hope and Bluefield standards. 

Is the Comparable Earnings method widely used? 

I have not conducted a comprehensive review of the cost of equity methodologies used 

by the various state commissions. The most recent available review indicates that 21 

state commissions and federal regulatory agencies favor the Comparable Earnings 

method and that 27 use a combination of different methods (which may or may not 

include the Comparable Earnings m e t h ~ d . ) ’ ~  

However, there is considerable resistance to the Comparable Earnings approach. I 

believe this resistance is the result of comparable Earnings’ simplicity. Complex 

” NARUC Compilation of Utility Regulatory Policy 1994-1 995, cited in The Cost of Capital, A 
Practitioners Guide David C. Parcel1 2010 edition at 88. 
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economic and financial models present an air of superiority and mystery. The 

practitioner who uses these models is privy to special truths that the layman is closed off 

from. Furthermore, regulators, companies and analysts like believing that their decisions 

are based on a Nobel Prize-winning model. * In contrast, the comparable earnings 

approach is not complex and does not require knowledge of esoteric financial theory. 

That said, the fact remains that Comparable Earnings is the most accurate way to measure 

investor expectations - it is precisely how people make economic choices in the real 

world. A woman buys her SUV from a dealer because she believes that dealer will 

provide her with the best price for the SUV she needs, A man buys groceries from the 

store that he believes provides him the best food for the price. These decisions are based 

on the entirety of a person's historical experience. Rare is the person who develops a 

highly stylized model that ignores all the variables and assumptions about an SUV's 

mileage, repair costs, and depreciation and focuses entirely on one or two esoteric 

variables. 

I assume that for the average person and the average investor, as they read through cost 

of capital testimony they will recognize that they understand Comparable Earnings and 

are baffled by DCFs and CAPM. Being simple, reflective of reality, and understandable 

are all reasons for reliance on Comparable Earnings - but those are also the reasons why 

many experts spurn it, Le., Comparable Earnings decreases their value as an expert. 

'* Note that the developers of the CAPM did receive a Nobel Prize for their work but they 
developed the CAPM as a tool to develop optimal portfolio selection techniques, not as a tool for 
estimating the cost of equity. So the Nobel Prize really isn't an endorsement of the CAPM as it 
is used in utility ratemaking. 
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RUCO 
American States 

Q. 

A. 

STAFF 
AWR American States AWR 

B. Selection of Sample Utilities. 

Please discuss how you selected the sample utilities to use in the Comparable 

Earnings analysis. 

American States 
Aqua American 
California Water 

To select a sample I started with the samples recently used by ACC Staffs and RUCO’s 

cost of capital analysts”. 

AWR 
WTR 
CWT 

I then calculated the realized return on equity in 201 1 for each of these companies. I 

removed the companies with both the highest and the lowest ROES (SWX 4.51% and SJI 

14.31%.) Removing the high and low observations from a sample prevents undue 

influence of extreme circumstances. I also excluded AGL Resources because of 

significant one-time expenses associated with its recent merger with Nicor. I have 

replaced AGL Resources with UGT Corporation, another natural gas utility. This 

provides the following sample of utilities: 

I 9  See testimony of Staff and RUCO in Docket W-01445A-11-03 10. 
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New Jersey Resources 
Corporation 
Northwest Natural Gas Co. 
Piedmont Natural Gas Company 
UGI CORP 
WGL Holdings, Iiic 

Connecticut Water 
Middlesex Water 
SJW Corp 

NJR 

NWN 
PNY 
UGI 
WGL 

York Water Co. 
Atmos Energy Corp 
Laclede Grouu, Inc. 

Q. 
A. 

Q. 

Why is it appropriate to include natural gas distribution companies in the sample? 

The natural gas distribution industry has many similarities to the water industry. Natural 

gas utilities are known to suffer from revenue attrition due to energy efficiency programs 

in much the same way that Arizona water utilities suffer from attrition resulting from 

conservation orientated rate designs. Also, the number of water utilities for which 

detailed financial information is available is limited, so inclusion of the natural gas 

utilities allows for a large sample which limits the impact that any one company's 

unusual circumstances can have. 

Use of natural gas utilities as a stand in for water utilities is not unique to this testimony. 

As stated above RUCO commonly includes natural gas utilities in its sample. Also, the 

Florida Public Service Commission uses a sample of natural gas utilities in its annual 

generic ROE estimation for water utilities.*' 

Do natural gas distribution companies have the same risks that water companies 

have? 

*' See Florida PSC Order No. PSC-l1-0287-PAA-WS, Docket No. 110006-WS. 
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Q. 
A. 

Q.  

A. 

VI. 

Q. 
A. 

In many ways they do; weather and economic changes can affect consumption greatly, 

their returns are based on their infrastructure and not the value of the product they 

provide. But, natural gas distribution companies have at least one significant advantage 

over water companies: In Arizona and I believe in most states, they have adjustor 

mechanisms that make them whole for external changes to the cost of the gas they 

provide - yet Arizona water companies do not have power supply adjustors even though 

pumping water and wastewater is very power-intensive and they have no control over the 

external changes to those costs. 

C. Comparable Earnings Results. 

What is the realized ROE for this sample? 

Taking a weighted (by equity) average of the realized ROEs of each of the utilities in the 

sample produces an ROE of 10.47%. See Schedule MJR 1. 

Why is it appropriate to use a weighted average of the sample ROEs to produce the 

estimate of the cost of equity? 

The utilities in the sample vary greatly in size. The smallest, York Water Co., has an 

equity balance of $95 million. The largest, Atmos Energy, has an equity balance of 

$2,255 million. Taking a simple average of returns produces a number that overstates the 

influence of the smaller utilities in the sample. Weighting the sample ROEs by the equity 

balance of each company produces the average return accruing to each dollar of equity in 

the sample. 

DCF estimation. 

Please describe the DCF model. 

The DCF or Discounted Cash Flow model is based on the idea that the present value of 

an asset that pays off in the future is the discounted expected value of the future pay off. 

This means that the price of a stock is: 
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Where P is the stock price, D1 is the dividend paid in future year one, D2 is the dividend 

paid in future year two, D3 is the dividend paid in future year three etc., (1 + r) is the 

discount rate and r is the rate of return. 

Assuming that dividends grow at a constant rate of g and that the future stream of 

dividends is infinite allows the above equation to be rewritten as: 

DO 
(r- - 9) P =  

Where DO is the current dividend being paid. 

Solving this equation for r gives the standard formulation of the DCF model: 

DO r = - +  0 P 
The-required rate of return equals the current dividend yield plus the expected growth 
rate. 

While the mathematics that connect the above steps may not be intuitively obvious this 

basic relationship between stock price, dividend yield and the growth rate is regarded as a 

truism of finance. 

The dividend yield of a stock is readily attainable from a variety of sources. However, 

the expected growth rate is not known with certainty and a proxy for it must be selected. 
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Q. 
4. 

2. 

2. 

1. 
i. 

Please describe your specific formulation of the DCF model. 

Using the DCF model I calculated the required ROEs of each of the utilities in the sample 

(this is the same sample of companies presented in the Comparable Earnings analysis 

above.) These ROEs were than averaged to come up with a DCF ROE estimate. 

The simple DCF formula discussed in the previous question is known as the Continuous 

DCF model because its formulation requires the implicit assumption that dividends are 

paid in a continuous stream throughout the year. To account for the real world 

complication that dividends are paid out at discrete intervals I use the Annual 

Compounding DCF model: 

How did you calculate the dividend yield for the companies in the sample? 

For each of the sample companies I used the dividend per share for the next 12 months 

from Value Line’s April 20,2012 Summary and Index for Do. And I used the spot price 

from June 21,2012 obtained from Google Finance for the current price. The calculation 

of the dividend yield is shown on Schedule MJR 2. This is the same method of 

calculating the dividend yield used by the ACC Staff in recent water utility cases.21 

How did you calculate the expected dividend growth rate? 

I obtained analysts’ projections of the sample companies’ Earnings Per Share (“EPS’) 

growth rates. I then averaged these projections together to get a proxy for the expected 

growth rate in dividends. The sources I used to obtain analysts forecasts are: Yahoo 

Finance, Reuters, Zacks, CNN Money and Value Line. Averaging the forecasts from five 

different sources prevents any one anomalous forecast from having substantial influence 

’ See W-0 1303A- 10-0448, Arizona American rate case, Direct Testimony of Juan Manrique. 
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Q. 

A. 

Q. 
A. 

on the result. Schedule MJR 3 shows the calculation of the expected dividend growth 

rate. 

Why do you believe it is appropriate to use forecasts of EPS as a proxy for expected 

dividend growth? 

Thevalue g in the DCF model is defined as the expectedjiiture growth rate. It is not the 

current or historical growth rate, but the growth rate investors expect to experience in the 

future. Analysts’ forecasts are the best proxy we have for the expected future growth rate 

of a given company. Historical growth rates do provide relevant information and analysts 

do include historical growth rates in their assessment of future growth rates. So relying 

on forecasted growth rates does not mean that historical growth rates are ignored. 

Since forecasts of dividend growth are not widely available, forecasts of earnings per 

share growth rates are often used in the DCF model.12 The DCF model relies on the 

implicit assumption that earnings and dividends grow at the same rate23 so when using 

the DCF model EPS growth rates are an appropriate proxy for dividend growth rates. 

Please discuss the multi-stage DCF model. 

In addition to the annual compounding DCF model discussed above, I also developed a 

cost of equity estimate using the multi-stage DCF model. The multi-stage DCF model 

allows for non-constant growth rates in dividends. I have used the same formulation of 

the multi-stage DCF that Staff has used in recent cases.24 

22 Morin, Roger A, New Regulatory Finance, Public Utility Reports, Inc. 2006, at page 302. 
231bid, at page 258. 
24 See W-01303A-10-0448, Arizona American rate case, Direct Testimony of Juan Manrique. 
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The idea behind the multi-stage DCF is that the assumption in the standard DCF that 

dividends grow at a constant rate forever is thought to be unrealistic. The multi-stage 

DCF requires the assumption that dividends are expected to grow at one rate over the 

near term and at a different long run sustainable rate over the long term. The multi-stage 

DCF equation is: 

Where: Po = ciirrent stock price 
D, = dividends eupected dzirring tlze initial near t e rm period 
r = cost of equity 
n = nztniber o f  years in tlze initial near t e r m  period 
D, = dividends expected in jiear- n 
g.n = constant rate  o f  growth expected a f t e r  year 71 

Solving the multi-stage DCF equation for r cannot be done algebraically; rather values 

for r must be plugged in iteratively until the value that solves the equation is reached. 

Schedule MJR 4 shows the derivation of the multistage DCF results. 

Following Staff, I use a near term period of five years and I use the long run average of 

U.S; GDP growth of 6.6% as the long term growth rate, gn.25 For the short term growth 

rate I use the same growth rate discussed above under the annual compounding DCF 

model. 

The multi-stage DCF model is used extensively by financial analysts and institutional 

investors.26 Because of this widespread acceptance of the multi-stage DCF model and 

25 Ibid. 
26 Morin, New Regulatory Finance at 266. 
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because it has been employed by the Staff it seemed appropriate to include it in the DCF 

anal.ysis of utility costs of equity. 

Both ACC Staff and RUCO use the Sustainable Growth method to develop a growth 

rate for their DCF models. Why are you not proposing to use the Sustainable 

Growth method? 

The‘ Sustainable Growth (or Retention Ratio) method formulates the expected dividend 

growth rate as: 

Where: b = the expected fraction of earnings to be retained by the company 

g = b * r + s * v  

r = the expected return on equity 
s = the expected growth in the company’s outstanding shares 
v = the expected fraction of sales of new stock that accrues to current 

shareholders. 

So use of the Sustainable Growth method requires the analyst to develop proxies for four 

different expectational variables. Determining what proxies are appropriate for investors’ 

expectations of by r,  s and v is inherently more problematic than determining a proxy for 

the single variable g. 

The variable r ,  the expected return on equity, raises additional issues. Investors’ 

expectations about the future actual ROE will depend on their expectations regarding the 

outcome of regulatory proceedings that set the authorized ROE. So the idea that r,  the 

expected return on equity, can be used as an input to determine the authorized ROE is 

inherently circular. Historical actual ROEs have been used as a proxy for expected ROEs 

but if we believe that historical actual ROEs are an appropriate proxy for expected ROEs 

we can just use the historical actual ROEs to compute the authorized ROE directly 

33 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q. 
A. 

without the use of the DCF or any other model (which is what I did in the Comparable 

Earnings analysis above.) 

Please discuss the assumptions that the DCF model relies on. 

Like all models the DCF is a simplification of reality. In order to make financial models 

practical for actual use simplifying assumptions must be made about the behavior and 

beliefs of investors and company management. The following are assumptions that the 

DCF relies on. The first four assumptions are necessary for any DCF model while the 

last four are necessary only for constant growth DCF models.27 

Assumption 1:  Investors value stocks in the classical economic framework, i.e., they 

make investment decisions in a rational fashion based on their perception of value. 

Assumption 2: Investors discount future dividends at the same rate (1 + the cost of 

equity) in each future period. This implies that investors assume that the yield curve is 

flat (Le., that interest rates on short term, intermediate term and long term debt are the 

same.) While this assumption is unrealistic its practical implications are limited, Le., it 

doesn’t really matter to the analysis. 

Assumption 3: The cost of equity derived from the DCF model corresponds to the 

specific stream of future cash flows included in the model. In other words, it is 

dependent on the specific circumstances of the company whose data is being used in the 

model. If investors expected the same cash flows but with a higher level of risk the 

resulting cost of equity would not be the same. This is because the stock price will 

decline if perceived risk increases (even if expected cash flows don’t change.) In the 

27 This discussion of DCF assumptions follows Morin, 2006,25 1-258. 
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Q. 
A. 

context of the DCF model a lower stock price results in a higher cost of equity. This 

supports the notion that the DCF cost of equity results should be adjusted upwards to 

account for the specific risks faced by Global (and other Arizona water utilities.) 

Assumption 4: The source of value to investors is dividends. 

Assumption 5: The cost of equity must be greater than the expected growth rate of 

dividends. This means that the DCF model cannot be used for growth stocks but it is not 

an issue for most utilities. 

Assumption 6 :  The expected dividend growth rate is constant for every future year to 

infinity. This does not mean that dividends must actually grow at the same rate every 

year. Rather, investors are assumed to expect the growth rate to be constant. If the actual 

growth rate varies randomly around an average expected rate this assumption is not 

violated. 

Assumption 7: Investors require the same return on equity in each future year. This 

implies that the risks faced by the firm are assumed to be constant. 

Assumption 8: There is no external financing. Dividend growth comes solely from the 

retention of earnings. 

Why can the DCF model be problematic? 

A significant drawback of the DCF model is that it relies on stock market prices that 

change from day to day. Stock prices tend to fluctuate much more and more frequently 

than do our estimates for dividends and the dividend growth rate. This means that as the 

stock market fluctuates, the ROE estimates produced by the DCF approach will also 
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fluctuate. For instance, the annual compounding DCF ROE estimates presented here are 

fully 10 basis points lower than those I presented for another company in testimony filed 

less than a month ago.28 However, there is absolutely no reason to believe that the risks 

associated with operating a water utility have changed that much over such a short period 

of time. The change is solely a result of a recent rally in the stock market and has nothing 

to do with the realities of the Arizona water industry. 

How can this problem be dealt with? 

Many practitioners have suggested dealing with this problem by using an average of 

recent stock prices rather than the most recently available price. However, the ACC Staff 

takes an extreme and dogmatic approach to the Efficient Markets Hypothesis and rejects 

the averaging of recent stock prices. Rather than propose a practical solution that has 

been repeatedly rejected by the Staff, I use the Staffs methodology and simply point out 

that this problem is one more reason why the Comparable Earnings approach is 

preferable to the use of financial models. 

Is the problem of fluctuating stock prices only a practical problem or does it also 

have theoretical implications? 

ThiS issue raises serious theoretical questions about the use of the DCF for ROE 

estimation. Consider the basic DCF equation: 

i?.--g) 
p =D, 

This means that the price of a utility stock will only change when the dividend, the 

expected ROE and/or the expected growth rate changes. But we know this simply isn’t 

true. Stock prices react to a variety of information not included in the DCF model such 

as statements or actions of the Federal Reserve, economic data releases, political events, 

28 See Docket W-01380A-12-0254. 
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DCF Method 
DCF Annual Compounding 

Q. 
A. 

VII. 

Q. 
A. 

ROE 
9.06% 

and (recently) actions of the European Central bank and European governments regarding 

the.debt crisis in Europe, In fact, the DCF model is used by stock market professionals to 

ascertain the underlying value of a company in order to determine if it is currently under 

or overvalued by the market. In light of this it is questionable whether using the spot 

stock market price from a given day as an input into the DCF model is appropriate from a 

theoretical perspective. 

What are the results of your DCF analysis? 

The results of the DCF analysis presented here are: 

I Multistage DCF I 9.74% I 

CAPM estimation. 

Please discuss the CAPM or Capital Asset Pricing Model. 

The CAPM is quite different from the DCF model. The DCF model is a multi-period 

model that explicitly recognizes that investment returns are paid out over time. In stark 

contrast, the CAPM is a single period model; it is essentially an instantaneous snapshot of 

a moment in time and thus it eschews the concept of the time value of money and of 

discount rates. Further, while the DCF model explicitly recognizes that the cost of equity 

depends upon firm specific factors such as a firm’s dividend yield and expected dividend 

groSvth rate, the CAPM assumes that investors ignore all such firm specific factors. 

Unlike the DCF model which is grounded by the “old school” financial concept that the 

value of an asset is the discounted sum of future cash the CAPM is based on the 

more recent theory of Efficient Markets and Modern Portfolio Theory.30 

29 First advanced by Fisher (1907) and expanded on by Williams (1938.) 
30 Markowitz (1 952), Sharpe (1 963) and Lintner (1 965) 
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What is the basic formulation of the CAPM? 

TheCAPM specifies the relationship between the cost of equity, the “risk free” rate of 

return, beta and the market risk premium. This relationship is expressed as: 

T =  R F +  ~ ( R M - R F )  
Where: r = the cost of equity 

RF = The “risk free” rate of return 

p = Beta, the expected correlation between a given securities return 
and the market rate of return. 

RM = the market rate of return 
RM - RF = the market risk premium. 

The risk free rate of return, RF, is the hypothetical return on the hypothetical risk free 

asset. In reality, no asset is risk free so an appropriate proxy for the risk free rate must be 

selected by the analyst. 

Beta measures a given asset’s propensity to move with the “market.” A Beta of 1 

indicates that the asset tends to move in perfect correlation with the market. A Beta of 

0.5 indicates the asset tends to move half as much as the market.3’ 

Historical betas are determined by the use of a statistical model known as regression 

analysis that determines the correlation between a given assets’ return and the market 

return. Historical betas are often used as a proxy for expected betas when formulating the 

CAPM. 

3’ I say “tends to” because Betas are determined statistically through a regression model. The 
statistical model used to estimate Beta is: 
r = RF + ,B (RM - R F )  + E where E is a random error term. Le., the CAPM does not explain all 
of the variability in r. 
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Capital Income 
Appreciation Return 

Q. 
A. 

Reinvestment 
Return 

The market rate of return, RM, is supposed to represent the return on a hypothetical 

portfolio consisting of all assets. In theory this portfolio would consist of all conceivable 

asset classes: stocks, bonds, agricultural commodities, gold and other metals, art, 

collectables, etc. However, in practice the market portfolio is usually represented by a 

broad portfolio of stocks. This difference between the theoretical CAPM and how it is 

used in practice has been cited as one of the CAPM's fundamental drawbacks.32 

Large Company Stocks 
Long-Term US Gov. 
Bonds 

Gov. Bonds 
Intermediate Term US 

The market risk premium, RM - RF, is the difference between the market return and the 

risk free rate of return. It represents the additional return required to compensate 

investors for the risk associated with holding the market portfolio rather than the risk free 

asset. This factor explains why investors choose the risk inherent in the market rather 

than risk free investments: they expect to earn more money. 

0% 2.13% -0.01% 

23.74% 3.81% 0.68% 

7.79% 1.58% 0.09% 

How have current events made use of the CAPM problematic? 

In 20 1 1 both long term and intermediate term US government bonds outperformed stocks 

in terms of return. 
2011 Returns to Various Asset Classes33 

Return 

2.1 1% 

So the premium of large company stocks as compared to long and medium term 

government bonds was actually nemztive in 2011 - and not a little negative, a lot 

32 Morin, New Regulatory Finance at 176. 
33 Source: Morningstar 2012 Classic Yearbook Table 2-2. 
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2006 

2007 
2008 
2009 
2010 
201 1 

negative: Long-Term Government Bonds had a total return 13.38 times higher than 

Stocks, and Intermediate Government Bonds had a total return nearly 4.5 times 

higher than Stocks. 

10.49 
0.79 

-37.99 
26.34 
14.92 

2.07 

The premium of large company stock returns over short-term US government debt 

(treasuries) is currently at historic lows and has been highly variable over the past several 

years. Since 2006 this “equity risk premium” has been as high as 26.34% and as low as - 

37.99%. 

Premium to Treasuries 
(Equity Risk 

This extreme volatility was mirrored in the Chicago Board of Exchange (CBOE) 

Volatility Index (VIX): 

34 Source: Morningstar 20 12 Classic Yearbook Table 4-1. 
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This obvious high variability in the markets and in risk premiums reflects the dramatic 

swings in the stock market over the past few years. In 2008 when the market crashed the 

risk-“premium” was highly negative. As often happens after a crash the market 

recovered over the next few years and so did the premium. In 201 1 the stock market 

leveled off and the bond market did remarkably well. 

The premium of large company stock returns over the various types of US government 

deb; is used as a proxy for the market risk premium when using the CAPM. Given that 

these premiums are anomalously low and subject to high degrees of variation due to the 

unsettled nature of current economic conditions, their use in the CAPM is problematic. A 

CAPM model based on the 2010 equity risk premium (14.92%) will result in a drastically 

different ROE than one based on 201 1’s risk premium (2.07%.) But does anyone really 

believe that the cost of equity faced by utilities in Arizona shifted that drastically from 

2010 to 201 I ?  

Additionally, the recent variability in the stock market has caused a “flight to safety” 

which, along with actions by the Federal Reserve, reduces interest rates but at the same 
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time increase total returns to bond holders. This tends to artificially depress results of the 

CAPM since many analysts use the interest rate on government bonds as the proxy for 

the risk free rate but use a market risk premium based on the difference between total 

returns of stocks and bonds. This mismatch has resulted in remarkably low CAPM ROE 

estimates in resent Staff and RUCO te~timony.~’ 

Do you see any other issues with the CAPM? 

The’assets used as inputs into the CAPM, stocks and government bonds, are highly 

liquid. They can be easily bought and sold on short notice and offer the chance at a 

capital gain. However, the asset class we are interested in, water utility plant, is not at all 

liquid and has almost no chance of providing a capital gain. This significant difference in 

the assets used as inputs into the model and actual utility assets calls into question its 

applicability for the estimation of utility ROE. 

Have others begun questioning CAPM’s usefulness? 

Yes, from its inception the CAPM has been controversial. There have been many papers 

criti‘cal of the CAPM published in the academic finance journals over the years.36 

For a more recent and accessible take on the issue of CAPM and the efficient markets 

hypothesis that supports it I have attached a paper entitled, “The Death of Common 

Sense” which was published by “The 300 Club”. The 300 Club describes itself as a 

group of “some of the leading global investment professionals whose mission is to raise 

awareness of the potential impact of current market thinking and behaviors.” The paper 

35 See W-01445A-10-05 17. 
36 Brigham and Crum “On the Use of the CAPM in Public Utility Rate Cases,” Financial 
Management , Summer 1977, 7- 1 5 and Fama and French “The Cross-section of Expected Stock 
Returns,” The Journal of Finance, VolXLVII, No. 2, June 1992,427-465 are the most well know 
of a plethora of academic work pointing out the CAPM’s short comings. 
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explains in detail how a dogmatic adherence to the efficient markets hypothesis 

contributed to the recent financial crisis. 

Further critique of CAPM and the Efficient Markets Hyphothesis can be found in 

Harvard Economics Professor Andrei Schleiffer’s book, Inefficient Markets: An 

Introduction to Behavioral Finance. Inefficient Markets was published by Oxford 

University Press and has been described as “An excellent academic discussion of [stock 

mispricing] and other behavioral influences in the stock market.”37 

How do you recommend that these problems with the CAPM be addressed? 

My primary recommendation is that the CAPM be abandoned entirely by the ACC, at 

least under the current, unusual economic situation. Relying primarily on the comparable 

earnings approach and using the DCF as a check would be superior to the current practice 

of (in some cases) using the CAPM. Notably, the ACC only began routinely using the 

CAPM in the last ten years. However, if 1 were to not put forth a CAPM model in this 

testimony I may be subject to unwarranted criticism. So, in order to alleviate the problem 

associated with current anomalous market conditions, I have developed CAPM models 

based on long term averages. 

A. 

How has the choice of the risk free rate of return, market risk premium and Beta 

been handled in recent testimony presented before the ACC? 

I have examined testimony filed by Staff, RUCO and company witnesses in the most 

recent Arizona Water and Arizona American rate cases,38 For the risk free rate of return 

these witnesses proposed 8 different estimates ranging from 0.83% to 5.17%. For the 

Choice of Risk Free Rate, Market Risk Premium and Betas. 

37 Jeffrey Wurgler, Yale School of Management. 
38 Docket Nos. W-O1445A-11-0310 and W-01303A-10-0448. 
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market risk premium there were 9 different estimates ranging from 4.5% to 1 1.9%. For 

Beta there were 6 different estimates ranging from 0.67 to 0.76. 

Between the December 5,2011 filing in the Arizona American case and the March 

13,2012 filing in the Arizona Water case, Staff’s estimate of the “historical” risk 

free rate of return declined by 50% with no change in the market risk premium. 

RUCO’s estimate of the risk free rate of return declined by 56% over the same 

three-month period. 

This high degree of variability calls into question the validity and practical applicability 

of the CAPM method. It also leads to the unanswerable question: How can an asset 

whose return can decline over 50% over three months be considered to be “risk free”? 

Please discuss your general approach to the CAPM? 

I have developed separate CAPM estimates based on the annual returns and market risk 

premium to long term, medium term and short term government bonds. Morningstar 

publishes returns accruing to these assets over various time periods. To match the typical 

life of utility assets I use returns accruing over the past 30 years. 

What proxy did you use for the risk free rate of return? 

I used the average return on long term, medium term and short term US government 

bonds over the period January 1, 1980 to December 3 1,20 1 1 reported by Morningstar in 

their 2012 SBBI Classic Yearbook3’ as the proxy for the risk free rate of return. 

39 Tables C-4, C-5 and C-6 
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Why do you believe long term returns are the appropriate proxy for the risk free 

rate? 

Since the CAPM is a single period model there is no theoretically “right” answer to 

questions dealing with the choice of long term vs. short term proxies. Instead the choice 

must depend on real world considerations. Since an investment in utility plant is a long 

term investment, the corresponding risk free asset must also be of a long term duration. 

The.return on an asset held for a short duration is not directly comparable to a return on 

an asset that must be held for 30 years. An equity investment in utility plant (i.e., rate 

base) generally takes 30 years to be returned to the investor through depreciation 

(assuming that cash flow is high enough to make approved depreciation rates 

meaningful.) In order for the proxy risk fi-ee rate to appropriately correspond to the 

holding period of utility assets it must have a similar holding period. 

The use of short term yields doesn’t correlate to the asset lives of the investments utilities 

make. Investors decide on 30-year investments with an expectation of yields over the life 

of the assets - Treasuries are frequently resold, utility plant is rarely resold. 

Have other practitioners used long term returns as a proxy for the risk free rate? 

Yes. In recent cases both Staff and RUCO use long term total returns on government 

debt as a proxy for the risk free rate in their calculation of the market risk premium.40 

How did you pick the betas used in your CAPM analysis? 

I used the same sample of utilities discussed in the Comparable Earnings and DCF 

analyses above. For each of these companies I obtained Value Line’s estimated beta. 

40 See Dockets W-01303A-10-0448 and W-O1445A-11-0310. 
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Q* 

The beta used in my CAPM analysis is the average of this sample of betas: 0.69. See 

Schedule MJR 6. 

Generally speaking why is it appropriate to use the average of a sample of beta 

estimates instead of a single beta estimate? 

The statistical estimates of beta are just that: estimates. Like all statistical estimates they 

are prone to estimation errors. The CAPM was developed in the context of Portfolio 

Theory, a branch of finance concerned with optimal portfolio allocations. The statistical 

errors of individual beta estimates of securities in a portfolio should cancel each other out 

such that the overall portfolio beta estimate is consistent and reliable. The developers of 

the CAPM were able to ignore the statistical error of individual beta estimates because 

their focus was the overall beta of the portfolio, not the individual betas. Now that we are 

using the CAPM to estimate the cost of equity for utilities (a use the CAPM was not 

intended for when it was developed) we must be aware of the statistical error problem 

and should use a sample of beta estimates from different firms in order to alleviate it. 

How did you develop the market risk premium (RM - RF) used in your CAPM 

analysis? 

I calculated the premium of both large and small stocks over long term US Government 

bonds over the 1980 - 201 1 period. The average return on large and small stocks over 

the1980 to 201 1 period was taken from Morningstar's 2012 SBBI Classic Yearbook4' 

Why do you believe it is appropriate to include returns on small stocks in your 

calculation of the market risk premium? 

41 Tables C-1, C-2 and C-3. 
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Q.  

A. 
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The’market return in the CAPM is the return on a hypothetical portfolio containing all 

asset classes. Thus, in order to be consistent with the theoretical underpinnings of the 

CAPM, a broad array of asset classes should be represented in the market risk premium. 

Further, the Global Utilities are all small companies themselves and thus to be consistent 

with the comparable earnings standard established by Hope and BlzieJieZd small 

companies should also be considered in determining the market risk premium. 

B. CAPM Results. 

Please discuss the results of your CAPM analysis. 

The-above describe method yields an ROE of 10.5 1%. Schedule MJR 5 shows the details 

of this calculation. 

Comparing; the Global Utilities to the Sample Utilities. 

How do the Global Utilities compare to the sample of utilities used in the above 

analyses? 

The Global Utilities are considerably smaller than the utilities in the sample and they face 

considerably greater risk as a result of the economic, environmental, and regulatory 

environment in Arizona. I provide further information later in this section regarding why 

it is-essential to consider firm-specific risks in determining the cost of equity. 

A. 

What evidence supports your conclusion that the Global Utilities are significantly 

smaller than the sample utilities? 

I compared the 2010 annual revenue and total assets of the Global utilities to those of the 

sample utilities. The average of the sample utilities’ 20 10 revenues was: $1.6 Billion. 

The average of the sample utilities’ 2010 total asset base was: $3.6 Billion. The Global 

Utilities are not even close in size to the sample average. 

The Global Utilities are significantly smaller than the sample utilities. 
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The following table shows the 20 I O  value of each of the Global Utilities’ assets and the 

difference between them and the average asset value of the sample. 

Utility 2010 Total Assets Deviation from Sample 
Aver age 

Palo Verde $ 119,168,354 $(3,47 1,495,857) 
Santa Cruz $ 108,993,193 $(3,48 1,67 1 ,O IS)  
Valencia Water Company $ 6 0 3  17,366 $(3,530,146,845) 
Town Division 
Valencia Water Company $ 3,850,053 $(3,586,8 14,158) 
Greater Buckeye Division 
Willow Valley Water $ 3,s 17,22 1 $(3,586,846,990) 
Company 
Water Utility of Greater $ 7,157,065 $(3,583,507,146) 
Tonopah - 
Water utility of Northern $ 1,679,620 $(3,588,984,591) 
Scottsdale 
To tal 

$ 305,182,872 $(3,285,481,339) 

This table compares the Global Utilities’ revenue levels to those of the sample: 

Utility 2010 Total Revenue Deviation from Sample 
Average Revenue 

Palo Verde $ 7,661,153 $( 1,621,783,058) 
Santa Cruz S; 9.684.900 S(1.619.759.311) - 2 3  

Valencia Water Company 
Town Division $ 3,964,504 $( 1,625,479,707) 
Valencia Water Company 
Greater Buckeye Division R 402 828 ,R(1.629.041.383> - _ _  7 - - -  

Willow Valley Water 
Company . $ 666,950 $( 1,628,777,26 1) 
Water Utility of Greater 
Tonopah 

Total 
$ 22,728,908 $(1,606,715,303) 
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Clearly the utilities in the sainple are significantly larger than the sample utilities. In fact 

no company in the sample is less than twice the size of Palo Verde, the largest of the 

Global utilities. 

What are the implications of Global’s small size relative to the sample of utilities 

used to determine the cost of equity? 

The small size of the Global Utilities relative to the sample utilities calls into question 

whether the use of such a sample conforms to the “corresponding risk” standard derived 

from the Hope and Bluefield cases. The risk profile of small firms is fundamentally 

different from that of large firms. Small firms are widely regarded as riskier than large 

firms. Therefore, reliance on a sample of large firms can dramatically understate the risk 

(and the necessary cost of equity) for smaller utilities. In order to conform to Hope and 

Bluefield’s “corresponding risk” standard an upward adjustment to the cost of equity 

derived from the sample utilities is necessary. 

Why is it that small utilities are characterized by higher risk than large utilities? 

Lack of diversification is the primary reason why small utilities carry inore risk than the 

utilities included in the sample. The utilities in the sample (for the most pai-t) do business 

in multiple states and service territories, The effects of a disruption in any one service 

territory such as the loss of a large customer, the need for emergency repairs or an 

unfavorable regulatory decision are muted at the corporate level because they are spread 

out across the entire operation. This is not true of the Global Utilities, their relatively 

small size and lack of geographic scope precludes risk mitigation through diversification 

of their operations. 
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B. The Global Utilities face substantially more risk than the sample utilities. 

How do you support the contention that the Global Utilities face substantially more 

risk than the sample utilities? 

Section 11, above, demonstrates that the actual return on equity experienced by utilities in 

Arizona is significantly below that and more variable than those in the sample. This 

makes it indisputable that Arizona-based water utilities exhibit a higher risk profile than 

the utilities used in the sample. For technical reasons use of a sample of utilities is 

necessary in order to implement the traditional cost of equity estimation techniques, but 

this does not mean that problems associated with the sample should be ignored. In order 

to establish an authorized return on equity that appropriately addresses the difference in 

risk between Global and the sample utilities a premium must be applied. 

How do you respond to Staffs contention that premiums associated with firm- 

specific risk are inappropriate because such risk can be diversified away4’? 

The idea that firm-specific risk factors can be ignored is a result of an extreme and 

dogmatic adherence to the Efficient Markets Hypothesis and is not a general principle of 

finance, nor has it been proven to work in the real world. 

The CAPM’s assumption that investors ignore firm-specific information such as 

dividends is, of course, absurd. A veritable cornucopia of firm-specific data is available 

to, and utilized by, today’s investors. A whole industry is now supported by investors’ 

demand for firm-specific data. Firms such as Value Line, Reuters, Dow Jones and others 

make their livings by providing firm-specific information to investors. It absolutely 

defies common sense that investors would pay for this firm-specific data if they did not 

intend to use it. 

~~ 

See Docket W-0 1445A- 1 1-03 10. 12 
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The-absurdity of the CAPM’s assumptions does not mean it is not useful. The CAPM 

provides a method for estimating the cost of equity. While unrealistic assumptions may 

be appropriate for a mathematical financial model, they are not appropriate for decision 

making in the real world. CAPM results can be used as an input when determining the 

authorized return on equity, but the CAPM’s absurdly unrealistic assumptions should not 

be &ed to argue that firm-specific risk factors should be ignored entirely when 

determining the authorized return on equity for a specific firm. In other words, the use of 

the CAPM does not preclude adjustments to the estimated cost of equity based on real 

world firm-specific risk factors. 

In fact, adherence to the notion that firm-specific risk factors should be ignored when 

estimating the cost of equity seems to be a clear violation of the principles laid out in the 

Hope and Bluefield Supreme Court cases. As discussed above, the three cost of capital 

standards established by Hope and B1ue)eld are: 1 ) commensurate earnings; 2) financial 

integrity; and 3) capital attraction. 

Ignoring firm specific risk factors violates all three of these standards. 

The commensurate earnings standard requires that the cost of equity 

commensurate with that of other companies with similar risk. This is impossible 

if the risk characteristics of the utility in questions are ignored. 

The financial integrity standard requires that the cost of equity be sufficient to 

maintain the financial integrity of the utility (the actual utility, not a generic 

utility). Again, this is impossible to assess if firm-specific factors are ignored. 

Similarly, it is impossible to determine whether a given return on equity for a 

specific firm is sufficient to attract capital without also considering that firm’s 

specific factors. 
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Q. 

A. 

IX. 

Q.  
A. 

What premium do you propose because of the risk factors that affect Arizona 

utilities? 

Unfortunately, there is no accepted method for determining an appropriate rate of return 

premium to apply in instances such as this. However, a look at long term stock returns 

offers some guidance. Morningstar calculates and reports returns over various time 

periods for several different asset classes. Comparing returns on small stocks to those on 

large stocks over the period from 1926 through 20 10 reveals that small stocks on average 

have returns 480 basis points higher than large stocks.43 Given this large return premium 

that accrues to small companies in general, it is not unreasonable to suggest a similar 

premium to account for: (1) the extreme difference in size between the Global utilities 

and the sample utilities; as well as (2) the difference in risk characteristics of Arizona 

utilities compared to the sample utilities (discussed above.) However, in the interest 

keeping the rate increase requested in this case moderate Global is requesting a premium 

of only 120 basis points to account for these risk factors. 

Cost of Equity Summary. 

Please summarize your recommendation regarding ROE. 

To develop the recommended ROE I have used the weighted average of two different 

DCF models, 3 different CAPM models, and a comparable earnings analysis and 

developed justification for a 120 basis point premium. I believe the comparable earnings 

approach has more value than either the DCF or CAPM and thus I weight it more heavily 

in the recommendation. The comparable earnings result is weighted 2/3rds and the DCF 

and CAPM results are given a weight of 1/3. I then apply a 120 basis point premium as 

discussed above. This produces a recommended ROE of 1 1.44%. This process is 

summarized in the following table: 

43 Morningstar June 201 1 SBBI Market Report, Table 5. 
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I .  

DCF Annual Compounding 
Multistage DCF 
CAPM 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

9.06% 
9.74% 

10.51% 

x. 

Q. 
4. 

I 
Average of Models I 9.77% 

Comp Earnings I 10.47% 

I I Weighted Average (1 13 
models. 213 ComD Earninm) 

I Arizona Risk Premium I 1.2% I 
1 Recommended ROE I 11.44% I 

Capital Structure and cost of debt of the Global Utilities. 

A. Capital Structure. 

Please discuss the capital structures of the Global Utilities. 

Neither Palo Verde nor Santa Cruz carry any debt on their books. However, as was 

discussed extensively in the 2009 Global rate case, Global Parent issued Industrial 

Development Authority (“IDA”) bonds to fund capital investments in Palo Verde an( 

Santa Cruz. In the 2009 rate case Global proposed that the IDA bonds be imputed to Palo 

Verde and Santa Cruz for the purpose of establishing a capital structure to use in the 

ratemaking process. This proposed imputation was accepted by all parties in the 2009 

rate case and was approved by the Commission. In the current rate case Global is again 

proposing the same imputation of the IDA bonds to Palo Verde and Santa Cruz for 

ratemaking purposes. 

With the exception of the Water Utility of North Scottsdale (“WUNS”) which also carries 

no debt, the other Global utilities involved in this rate case are carrying some amount of 

WIFA debt at the utility level. Global is proposing to use the actual capital structures of 

Valencia Water Company (“VWC”), Water Utility of Greater Buckeye (“WUGB”), 

Willow Valley Water Company (“WVWC”), Water Utility of Greater Tonopah 

(“WUGT”) and WUNS for ratemaking purposes. 
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Q. 
A. 

Q. 
A. 

Q. 

A. 

Please provide further details regarding the IDA bonds discussed above? 

From 2006 through 2008 Global Parent acquired a total of $1 15,180,000 in bond 

financing from the Industrial Development Authority of Pima County. These “IDA 

bonds” were issued in three series: 2006,2007 and 2008. At the time each series of 

bonds was issued specific projects were identified by Global Parent as being funded by 

the bond issuance. These projects were all capital expansions and improvements to Santa 

Cruz’s water system and Palo Verde’s wastewater and recycled water systems. Schedule 

MJR 7 provides the detail of these projects by series. The Global Utilities have agreed to 

impute this IDA bond debt into the capital structures of Palo Verde and Santa Cruz for 

the purposes of this rate case. The imputation method used here is exactly the same as 

that used, and accepted by all parties, in the 2009 rate case. 

Is it typical for IDA bond proceeds to be allocated to specific projects? 

Yes. IDA bonds are issued pursuant to A.R.S. $9 35-701 thru 35-761, This legislation 

calls for the identification of specific projects to be funded by the IDA bonds. 

How do you propose to allocate the IDA bond debt between the capital structures of 

Palo Verde and Santa Cruz? 

As itated above, at the time the IDA bonds were issued their proceeds were allocated to 

specific capital improvement projects. I believe a fair way to allocate the debt between 

Palo Verde and Santa Cruz is to divide the value of the total IDA bonds outstanding 

based on the relative value of the Palo Verde and Santa Cruz capital projects identified at 

the time the IDA bonds were issued. Using this method I have determined that 55% of 

the IDA bond debt should be allocated to Palo Verde and 45% should be allocated to 

Santa Cruz. This is the same method used, and accepted by all parties, to allocate the 

IDA bond proceeds in Global’s 2009 rate case. Schedule MJR 8 details how these 

percentages were calculated. 
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Q. 

A. 

Given these allocations, what capital structures do you recommend for Palo Verde 

and Santa Cruz? 

As of the end of the test year there was $1 15,180,000 in IDA bonds outstanding. 

Dividing that between Palo Verde and Santa Cruz using the above percentages results in 

the following debt levels for the two companies: 
- -  - _ _  - . _ _  -~ - - - ~ " .. 

Allocation Percent Total Debt Allocated Debt 

Q .  

A. 

Palo Verde 55% $1 15,180,000 $63,529,266 

' $5 1,650,734 - -  Santa Cruz 45% - -  - 

Combining the above allocated debt numbers with the companies' end of year 201 1 

equity balances results in the following capital structures: 

- ~ - ~ - " ~  

ebt Equity 

Palo Verde 5 1.7% 48.3% 

Santa Cruz ~ 54.5% ' 45.5% 8 

" "  - -I ," - _ "  ~ 

I 

~- - 
I 

_ _  - - -  

Please summarize your recommendations regarding the capital structures of the 

Global utilities. 

The proposed capital structures for the Global Utilities are provided in the following 

chart: 
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Q. 
4. 

Utility ~ Debt Equity 

Palo Verde 5 1.7% 48.3% 
I - _  

54.5% 45.5% -~ Santa Cruz 

Valencia - Town 

WUGT 

.- - 

. I "  I___"._ ~ - 

< 

1 Valencia - Greater Buckeye 5.1% 94.9% 

, West Valley - Con~olidated~~ 22.41% ! 77.59% 

' WiIlow Valley 

-~ 

. . I  
12.5% 87.5% ~- I _  I 

WUNS 10% I 100% , 

What capital structure do you recommend for WUGT? 

WUGT currently has a negative equity balance as a result of the massive imputation of 

CIAC ordered in the last Global rate case. A negative equity balance cannot be used to 

develop a capital structure for ratemaking purposes. To develop a pro-forma capital 

structure for WUGT I started with its equity balance just prior to the ICFA CIAC 

imputation ($26,693,423.) I reduced this number by the amount of the goodwill write- 

down necessitated by the CIAC imputation ($23,984,905.) While de-imputing the ICFA 

CIAC will reinstate WUGT's rate base and lead to a better equity position, goodwill 

cannot be "written back up,'' once it is gone it is gone forever. This produces an equity 

value of $2,708,518. This results in the above capital structures for WUGT. 

Includes Valencia Water Company - Town Division, Valencia Water Company - Greater 44 

Buckeye Division and Water Utility of Greater Tonopah. 
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Q. 
A. 

Q. 
A. 

XI. 

Q.  
A. 

B. Cost of Debt. 

What is the cost of debt associated with the IDA bonds? 

Each series of IDA bonds has a different interest rate, To allocate the interest cost to Palo 

Verde and Santa Cruz, I used the allocation method discussed above to derive a cost of 

debt of 6.36% for Palo Verde and 6.58% for Santa Cruz. See Schedule MJR 9 for 

derivation of these debt costs. 

What is the cost of debt for the other Global Utilities? 

The-cost of debt for the other Global Utilities is as follows: 

Valencia - Town Division: 7.25% 
Valencia - Greater Buckeye: 
WUGT: 6.32% 
West Valley Consolidated: 7.12% 
Willow Valley: 4.72% 

4.2 97% 

Schkdule MJR 10 shows the development of these debt costs. 

Weighted Average Cost of Capital. 

What is the weighted average cost of capital (“WACC”?) 

The WACC is a cost of capital for the whole firm that is derived by weighting the cost of 

capital associated with each source of capital (debt and equity) by its share in the firm’s 

overall capital structure, For example, suppose a film has a capital structure consisting of 

50% debt and 50% equity, a cost of debt of 5% and a cost of equity of 10%. Its WACC 

is: 

(Cost of Debt x Debt YO of Capital Structure) + (Cost of Equity x Equity % of Capital Structure) 

(5% X 50%) + (10% X 50%) = 7.5% 

.. 
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Palo Verde 

Q.  
A. 

Q. 
A. 

WACC 
8.81% 

What WACC are you recommending for each of the Global Utilities? 

The' WACC I am recommending for each of the Global Utilities are listed below: 

Santa Cruz 

Valencia Water Company 
Town Division 

Greater Buckeye Division 
Willow Valley Water 
Company 
Water Utility of Greater 
Tonopah 

Valencia Water Company 

8.79% 

10.54% 

1 1.07% 

10.60% 

10.72% 

Water utility of Northern 1 1.44% 
Scottsdale 

Consolidated West Valley 

Does this conclude your Direct Testimony? 

Yes. 
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Company 
American States 
Aqua American 
California Water 
Connecticut Water 
Middlesex Water 
SJW Corp 
York Water Co.. 
Atmos Energy Corp 
Laclede Group, inc. 
New jersey Resources 
Corporation 
Northwest Natural Gas Co. 
Piedmont Natural Gas Company 
UGI CORP 
WGL Holdings, inc 

Net 
Income 
(millions) 

AWR 45.86 
WTR 143.07 
CWT 37.71 
CTWS 11.3 
MSEX 13.45 
SJW 20.88 
YORW 9.08 
AT0 207.6 
LG 63.83 

NJ R 101.3 
NWN 63.9 
PNY 113.57 
UGI 232.9 
WGL 118.37 

Equity 
(millions) 

408.67 
1251.31 
449.83 
118.96 
180.33 

264 
95.27 

2255.42 
573.33 

ROE 
11.22% 
11.43% 
8.38% 
9.50% 
7.46% 
7.91% 
9.53% 
9.20% 

11.13% 

776.26 13.05% 
714.49 8.94% 
996.92 11.39% 
1977.7 11.78% 

1230.89 9.62% 

Equity 
Weight 

0.03619 
0.11080 
0.03983 
0.01053 
0.01597 
0.02338 
0.00844 
0.19971 
0.05077 

Weighted 
ROE 

0.00406 
0.01267 
0.00334 
0.00100 
0.00119 
0.00185 
0.00080 
0.01838 
0.00565 

0.06874 0.00897 
0.06327 0.00566 
0.08827 0.01006 
0,17512 0.02062 
0.10899 0.01048 

10.47% 

2 



4/20/2012 
Do current. 

I American States IAWR I 1.16 I 37.92 I 3.06% I 

6/21/2012 Dividend 
Spot Price Yield 

Aqua American 
California Water 

WTR 0.67 24.02 2.79% 
CWT 0.64 17.7 3.62% 

Connecticut Water 
Middlesex Water 

CTWS 0.94 27.33 3.44% 
MSEX 0.74 18.21 4.06% 

SJW Corp 
York Water Co. 

I Northwest Natural Gas Co. INWN I 1.78 I 47.52 I 3.75% I 

SJW 0.74 23.09 3.20% 
YORW 0.53 17.15 3.09% 

Artesian Res. Corp. 
Atmos Energy Corp 

ARTNA 0.76 19.51 3.90% 
AT0 1.38 33.76 4.09% 

I 'Value line Estimated Div next 12 months 1 

Laclede Group, inc. 
New Jersey Resources 
Corporation 

3 

LG 1.65 38.6 4.27% 
NJR 

1.52 42.5 3.58% 

Piedmont Natural Gas Company 
UGI CORP 

PNY 1.19 31.49 3.78% 
UGI 1.06 28.59 3.71% 

WGL Holdings,. inc I WGL 1.59 I 39.79 I 4.00% 
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I Morningstar Reported Returns' I Premium Over Gov bonds 1 
1/1/80 to 12/30/11 

Large Co Stocks 11.10% 

Small Co Stocks 12.30% 

Long Medium Short 
Term Term Term 

0.90% 2.7% 6% 

2.10% 3.9% 7.2% 

Long Term Gov Bonds 
Medium Term Gov Bonds 

I US Treasurv Bills I 5.10% 1 

10.20% 
8.40% 

* 
2012 Classic Yearbook Table C-1 - C-6 

CAPM Long Term Gov Bonds 

RF Beta MRP ROE 
10.20% + 0.688 * 1.50% = 11.23% MRP = average of .9 and 2.1 

CAPM Medium Term Gov Bonds 

RF Beta MRP ROE 
8.40% + 0.688 * 3.30% = 10.67% MRP = average of 2.7 and 3.9 

CAPM Long Term Gov Bonds 

RF Beta MRP ROE 
10.20% + 0.688 * 1.50% = 11.23% MRP = average of 6 and 7.2 

Average ROE= 10.51% 
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Beta* 
American States I A W R  I 0.7 
Aqua American 
California Water 
Connecticut Water 

WTR 0.65 
CWT 0.65 
CTWS 0.8 

Middlesex Water 
SJW Corp 

MSEX 0.7 
SJW 0.85 

Y ork Water Co. 
Artesian Res. Corp. 

YORW 0.7 
ARTNA 0.6 

AGL Resources, inc. 
Atmos Energy Corp 

7 

AGL 0.75 
AT0 0.7 

Laclede Group, inc. 
New jersey Resources 
Corporation 
Northwest Natural Gas Co. 
Piedmont Natural Gas Company 
UGI CORP 
WGL Holdings, inc 

LG 0.6 
NJR 0.65 

NWN 0.6 
PNY 0.7 
UGI 0.7 
WGL 0.65 



Series 2006 
Amount of Issuance 
$ 
36,495,000 
Capital Improvements 
Palo Verde WW 

Santa Cruz Water 

post 8/22/04 2005 2006(ql-q3) Total 
$ $ $ $ 74 
4,449,676 17,494,064 4,48 7,5 3 2 26,43 1,272 % 
$ $ $ $ 26 

I 5,660,378 I 21,292,964 I 8,751,583 1 35,704,925 
Source: December 1, 2006 Loan Agreement between The Industrial Development Authority of the 
County of Pima, U.S. bank National Association and Global Water Resources. (Exhibits B and C from 

Total 

2009 rate case.) 
Series 2007 

1,2 10,702 3,798,900 4,264,05 1 9,273,653 % 
$ $ $ $ 

Am om t of Issuance I I I I I 

Capital Improvements 

Palo Verde WW 

Santa Cruz Water 

Total 

$ 
54.135.000 

2006 (q4) 2007 (ql-q3) 2007 (q4) Total 
projected 

$ $ $ $ 44 
8,593,426 12,681,197 1,825,000 23,099,623 % 
$ $ $ $ 56 
5,949,22 1 20,240,869 3,675,000 29,865,090 YO 
$ $ $ $ 
14,542,647 32,922,066 5,500,000 52,964,7 13 

24,550,000 * 

Capital Improvements 
Palo Verde WW 

Santa Cruz Water 

Total 

Amount of Issuance 
$ 

2007 (q4) YTD 2008 Projected Total 
$ $ $ $ 53 
696,882 3,602,102 10,500,000 14,798,984 YO 
$ $ $ $ 47 
2,969,390 3,888,812 6,500,000 13,358,202 % 
$ $ $ $ 
3,666,272 7,490,9 14 17,000,000 28,157,186 
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Palo 
Verde 
Santa 
Cruz 
Series 
2007 

Allocation 

Allocation 
Percent 

74% 

26% 

Verde 

Balance 
$35,045,000 

Series 
2008 1 

Allocation 

Debt 
$25,942,750 

Verde 

Current 
Balance 

24,550,000 

Cruz 
I 

Allocated 
Debt 

$12,903,103 

$1 1,646,897 

Total Palo Verde Debt 
$5 0,745,824 

$1 12,793,077 
Total Santa Cruz Debt 45% 
Total IDA Debt 

Current I Allocated 1 

t 

$9,102,250 

I 
Current Allocated 
Balance Debt 

53,198,077 $23,201,401 

$29,996,676 

' 
$62,047,253 I 55% I 
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Series Allocation 

2006 74% 
2006 74% 
2006 74% 

Factor 

2007 44% 
2007 44% 
2008 53% 
2008 53% 

Total 

Bond Due Amount Interest Rate Weighted Weighted 
Date Debt Interest Rate 

12/1/2017 $4,041,872 5.45% 6.5 1% 0.36% 
0.42% 12/1/2022 $4,600,776 5.60% 7.41% 

12/1/2032 $17,300,102 5.75% 27.88% 1.60% 
12/1/2013 $488,468 5.50% 0.79% 0.04% 
12/1/2037 $22,712,932 6.55% 36.61% 2.40% 
12/1/20 18 $69 1,144 6.38% 1.1 1% 0.07% 
12/1/2038 $12,211,959 7.50% 19.68% 1.48% 

$62,047,253 100% 6.36% 

Santa Cruz ’ 

Series Allocation Bond Due Amount Interest Rate Weighted 
Factor Date Debt 

2006 26% 1 21 1 /20 1 7 $1,4 1 8, I 2 8 5.45% 2.79% 
2006 26% 12/1/2022 $1,6 14,224 5.60% 3.18% 
2006 26% 12/1/2032 $6,069,898 5.75% 1 1.96% 
2007 5 6% 12/1/2013 $63 1,532 5.50% 1.24% 
2007 56% 12/1/2037 $29,365,145 6.55% 57.87% 
2008 47% 1 21 1 /20 1 8 $623,856 6.38% 1.23% 
2008 47% 12/1/2038 $1 1,023,041 7.50% 2 1.72% 

10 

Weighted 
Interest Rate 

0.15% 
0.18% 
0.69% 
0.07% 
3.79% 
0.08% 
1.63% 

Total 1 1 $50,745,824 I 1 0 0 . 0 0 ~ !  1 6.58% 



!at 10: Derivation of Costs of 

Willow Valley 

6.125% WIFA 920010-98, maturing September 2018 
4.375% WIFA 920078-03, maturing December 2022 
4.200% WIFA 92A 179-1 0, maturing November 2029 

Total Willow Valley 

Debt Interest Weighted 
Amount Rate Interest Rate 
105,657 6.125% 0.015519 
69,349 4.3 7 5 y o  0.007276 

4.200% 0.0243 74 

4.717% 
242,003 

417,008 

Valencia Debt I n  teres t 
Amount Rate 

5.8 10% WIFA 920024-99, maturing June 20 19 33,130 5.810% 
6.750% WIFA 920 102-06, maturing June 2026 2,005,400 6.7 5 0% 
4.200% WIFA 92A170- I O ,  maturing September 2029 1,398,434 8.000% 
Total Valencia 3,436,964 

Weighted 
Interest Rate 

0.00056 
0.039385 
0.03255 
7.250% 

Buckeye 

t 

Debt I Interest I Weighted 

4.688% WIFA 920072-03, maturing November 2022 36,033 I 4.688% I 0.01 255 1 

11 

- 
6.650% WIFA 920 103-06, maturing October 2026 
8.000% Garcia loan, inaturiiig January 20 15 

Total Buckeye 

81,385 6.650% 0.0402 13 
8.000% 0.01 0205 

17,168 
6.297% 

134,586 

WUGT 

6.650% WIFA 920104-06, maturing November 2026 
4.375% WIFA 920071-03, maturing November 2022 
Total WUGT 

Debt Interest Weighted 
Amount Rate Interest Rate 
376,889 6.65 0% 0.056834 
64,100 4.375% 0.006359 

440,989 6.319% 

Valencia 

Debt Debt Debt Cost Weighted 

. $3,43 6,964 0.85656 7.250% 0.062096 
Weight Debt 

Buckeye 
WUGT 
Total 

$134,586 0.03354 6.297% 0.0021 12 
$440,989 0.10990 6.319% 0.0 06945 

$4,012,539 7.12% 



Equity 

48% 

Santa Cruz 45% 

Valencia Water Company 79% 

Valencia Water Company 95% 

Town Division 

Greater Buckeye Division 
Willow Valley Water 87% 
Company 
Water Utility of Greater 86% 
Tonopah I 
Water utility of Northern 
Scottsdale 

I ~~ 100% 

Consolidated West Valley 77.59% 

Average Cost sf Capita1 

11.44% + 52% 

11.44% + 55% 

11.44% + 2 1% 

11.44% + 5% 

11.44% + 13% 

11.44% + 14% 

11.44% + 0% 

11.44% + 22.41 
% 

COD 

* 6.36 = 

% 
* 6.58 = 

% 

7.25 = 
% 

* 

* 4.30 = 
% 

4.72 = 
% 

* 6.32 = 

* 

WACC 

8.81% 

8.79% 

10.55% 

11.07% 

10.60% 

10,72% 

11.44% 

10.17% 
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Professional History 

Desert Mountain Analyticai Services, PLLC (DMAS) 2007 - Present 
Managing hernber 

DMAS is a small consulting firin specializing in utility finance, ratemaking and other 
regulatory issues. DMAS’ clients range in size from large multinational corporations to 
small rural utilities. 

Arizona Corporation Commission 1996 to 2007 

Chief Economist (July 2001 to February 2007) 
Analyzed and produced testimony or staff reports on a wide variety of utility issues. 
Supervised a staff of nine professionals with similar responsibilities. 

Economist (October 1996 to July 200 1) 
Analyzed and produced testimony or staff reports on a wide variety of utility issues. ti 

Arizona State University, Tempe, A2 1992-1 996. 
Lecturer-economics 1994-1996 

Responsible for teaching economics classes requiring the creation of lectures and tests 
and assigning grades. 

Teaching assistant 1992- 1994 
Responsible for assisting professors in administering tests, grading, and teaching. 

Education 

Master of Science and ABD Economics, 1995, Arizona State University. 
Successfully completed all course work and exams necessary for a Ph.D. Course work 
included an emphasis in industrial organization and extensive experience with statistical 
analysis, public sector economics, and financial economics. 

Minors: Philosophy, Statistics. 
Bachelor of Science Economics, 1992, Florida State University. 

Certifications 

Certified Rate of Return Analyst designation awarded by the Society of Utility and Regulatory 
Financial Analysts based on experience and successful completion of a written examination. 



List of Specific Projects i 
Ray Water Company, Inc. 

Provided expert testimony regarding Ray Water Company’s cost of capital, Docket No. W- 

Global Water 

0 1 3 80A-12-0254. 

Provided expert testimony regarding Global’s financial viability and regulatory status before 
an arbitration panel. American Arbitration Association Case Nos. 76 198 Y 0 104 1 1 JMLE 
and 76 198.Y 0105 11 JMLE. 

Provided strategic advice and analysis to Global re the ACC’s ongoing water workshops. 

Rate case testimony: Cost of Capital, Rate Consolidation, treatment of Infrastructure 
Coordination and Finance Agreements, Docket No. W-20446A-09-0080. 

Prepared and sponsored testimony on Global’s Notice of Intent to Restructure, Docket No. 

Provided strategic guidance regarding the Arizona Water complaint against Global, Docket 

W-20446A-08-0247. 

NO. W-O1445A-06-0200. 

EPCOR Utilities, Inc. 

Provided strategic advice on the Arizona regulatory environment as it relates to EPCOR’s 
purchase of Arizona utilities. 

t 
Rio Rico Properties 

Testimony in the Rio Rico Utilities rate case, Docket No. WS-02676A-09-0257. 

Residential Utility Consumer Office 

Testimony re affiliate relations in the Litchfield Park Service Company Rate Case, Docket 
NO. S W-0 1428A-09-0 103. 

Other 

Assisted with financial analysis, rate design and other rate case testimony and schedules for 
East Slope,+Antelope Run, Indiada, Southland, Valle Verde and other small water companies. 

ACC Staff 

APS Rate Case E-O1345A-05-0816: Provided testimony on staffs position on APS’ 
proposed Environmental Improvement Charge. Also acted as the overall case manager and 
was responsible for coordinating all of staffs testimony. 

APS Application to acquire a power plant in the Yuma area E-01345A-06-0464: Provided 
testimony detailing Staffs position on the application. 

Southern California Edison’s application to build a high voltage power line linking Arizona 
to Southern California L-00000A-06-0295-00 130: Provided testimony detailing the potential 
economic effects of SCE’s proposed power line. 



Accipiter’s complaint against Cox Communications regarding the Vistancia development T- 
0347 1 A-05-0064: Provided testimony regarding Accipiter’s allegations concerning Cox’s 
dealings with the developers of Vistancia. 

Managed Staffs case (including negotiating a settlement agreement) in APS’ 2003 rate case. 

Negotiated (along with other Staff members) the settlement between staff and Qwest 
regarding three enforcement dockets. 

Supervised the “independent monitor” of APS’ and Tucson Electric Power’s wholesale 
power procurement. 

Provided testimony on Qwest’s noncompliance with the Commission’s wholesale rate order. 

Managed Staffs case regarding Qwest’s alleged noncompliance with the Federal 
Telecommunications Act. 

Staffs lead witness in the Commission’s reevaluation of the electric competition rules which 
resulted in the suspension of APS’ and TEP’s obligation to divest their generation assets. 

Supervised the testing of Qwest’s operational support systems (OSS) and the development of 
Qwest’s Performance Assurance Plan as part of Qwest’s compliance with Section 271 of the 
Federal Telecommunications Act. 

Provided testimony on the geographic de-averaging of Qwest’s Unbundled Network Element 
prices. 

Acted as Chairman of the Commission’s Water Task Force, 



Attachment 



The Death of Common Sense: 

1. Scene setting 

Il i c  3OO Club t.xlicvcs tliar iriodcrri prrfolio rhcory aud  practicc arc Failing insriturioixil 
investors at a rime when their depressed funding levels and high coveiiiiiic risks require 
smarter ways of investing. 

Investor coiiiiclerice is now ;it its lo\vest c l h  i n  living iricmory. -flit scale of tlic losscs 
inflicted by die Lctiinan collapse in 2008 and t he  sovcreigii dcbt crisis i n  201 I arc 
inimediate causes, but cc.)niidencc l i a d  been eroding ovcr the last dccadc. 

First and foremosr, the buy-and-hold strategy was nor working, as equiries were 
outperfoorined by bonds over a long period; second, nor  was che barbelling approach, as 
actual returns diverged niarltcdly from expected returns for most w e t  ~I:SKS; th ird ,  nor \vas 
d ivcrsi fi ca1.i o 11, as exccssi vc I cvcragc ramp ed tip I h e  cor re1 a r  i 011 hcr.ivcen h isr orical l y lowly 
correlated asset classes. 

n i e s e  fault lines gave investing poor press after [he unprecedenred scde and speed of sell- 
o R s  i n  2008. T h e  prevailing doom and gloom caused a herd-like rush inro passive Funds, 
as arincliai'r pundirs projecred che here-and-now into [he future. Rational debate was 
conspicuous by its absence. It is rime for a soinbre Stock-tal<K. 

7 1 ~  .?OO Club aims to up  the ancc by dclivcring dispassionatc analyses of rhc problems that 

o u r  industry hces. and the actions rhar i r  needs to rake. Accordingly rhis is the firs[ paper i n  
a new series. I C  sets the scene for the subsequent papers. 

IC aims 10: 

. 

l h c r i b c  rhc modern porrfolio rhcory which has profoundly iriflticncetl rhe chinlting o f  

successive generations of investors and policy inalters since the 1960s 

lieview t h e  empirical evidence produced by i ndependent experts to assess how modern 
portfolio theory has stood the test of rime 

Assess rhc role [hat modern porrfolio rhcory pl:iyctl i n  the grcat financial crash of 2008 

1-Tighlight the subiccc areas that need to be addressed, if a vibrant invesri-nent industry is  

to emerge froin the ashes of [he recenr nielcdown. 

Views exprcssed litre art  thosc of'rlx 
auclior, who i s  solely rcspoiisible for a n y  
crron and oniissions. 

Content: 

1. Scene setting 1 

1 f-tow i r  ~ 1 1 1  began 7- 

3. A dangerous 
comfoi t blanlter 4 

4 .  A bullct dodged 7 

o f  recltoiiing 9 
5.  'lhe inoincnr 

6. What's all rhis got to do 
with efficient niarltcrs? 1 1  

7 What next? 1.3 

O u r  narrativc starts with Harry Markowia, the pioneer o f  modern portfolio theory. His  
Famous paper on portfolio S&cCion was a game changer [hlarltowitz, 19521, Till then, there 
was no cogent rheory of investment: only rules of thumb and folklore. Investors o f  1952 
thought the saine thoughts and talked the sainc language as investors a century previously. 



Markowitz was rhc first to makc risk rhc ccntrepiccc of portfolio maiiagcmcnt. %e novelty 
of his approach was summed up  by his famous insight: 

"Investing is n bet on an unknowir$~tiirc.. . yoti have to  think nborrt risk as zurllns mitrn? 

He thus inspired the intellectual origin of the two concepts that have since dominated the 
burgeoning liceracure on portfolio theory as we know it today: che capital asset pricing model 
(CAI'M) and the efficient markets hypothesis (Eh4H). 

ln  the CAI'M, an invcstor selecrs a portfolio at a given rime t which produces a return at 
tirnc t+ I .  The model assuiiics that  irivestors are risk averse. When selecting [heir porcfolios. 
they care only abouc the riican a n d  variance of their one-period invesrmenr return. l i e  
model is also called the mean-variance model since investors seek to mininiise the variance of 
portfolio return, given expected recurn; and maximise the expected recurn, given variance. 

Before long, two other rclatcd concepts wcrc invciiccd in  chc invcstmcnt landscapc: cfficicnr 
markets and active management. It was argued that by factoring in all known inforination 
iiito prcvailing stock prices, an eficierit marlccc bears otic a l l  the prediccioris of the CAl'M. 
Thus, based on nppiori reasoning, this argunient also inferred that active management adds 
no value: in an efficient marker nobody has an  informarion advanrage. 

Xic edifice of niodcrn financial theory is maiiily construcid around CAPM a d  the EMN. 
We review the evidence on each in order to show how they contributed to the current 
financial crisis. 

Our review is deliberately detailed: it aims to show how the evolution of the chcory over 
tiine has  sitlc-rl;lckcd into irivia ;ind inadvercctirly missed rhe I,ig picriirc of how rhe financial 
markers really work. 

-~ ~ ~~ 

2. How it all began 

The CAPM originated from chc work of the Nobcl Laureate William Sharpc [1970]. Hc 
advanced the idea that each jnvestmenr contains two discinct risks: 

Systemic risks: as the name implies, these are all-pervasive market risks that cannot be 
diversified away. They affecr investor sentiirient directly and market volatility indirectly. 
Interest rates, rcccssions, inflation and wars are examples of factors that aKcct the price of 
all securirics, notwithstanding their business fundamerirals. Diversification is no answer to 
systemic risks that affect all assets indiscriminately. 

Idiosyncratic risks: these risks, in contrast, are specific to individual stock and can bc 
diversified away as an investor increases t h e  number of stocks in  hislher porcfolio. As 
the name implies, it represents the component of a stock's return that is uncorrelated 
with gencral market niovcincnts. l i e  only reason why a n  invesror should earn more, o n  

average, by investing i n  one stock rather than another is thac one is riskier than the other. 

The CAPM's starting point is the riskgrer rfzte - cypically a yield on a governnienc bond: i t  

is the minimum return that  investors expecc. However, ic  goes on to argue cliac investors in 
eqiiiries also demand :qn added premiiim to compensate rhein for talting the extra risk. l i i s  
risk premium is derived by calculating the expected return honi die market as a whole less 
che risk-free rate. 

On this argument, much of the variacion in expected return comes from market movements 
as a whole: idiosyncraric risks are negligible. Therefore, by implication, active Inanagelnent 
----- * . . A A  I . ._ :- :" : ..__ ..-!-,. 



I n  the academic world, CAPM rode high for the best parr of two decades with early tests 
creating a consensus that the model is a good description of the expected returns. Coupled 
with the model’s simpliciry and intuitive appeal, these tests pushed the CAPM to the 
forefioiic of financial theory of markers [Faina and French, 20041. 

However, these authors also show that since the lare 1370s, there has been mounting 
evidence that the variation in cxpecced return is unrelated to inarkcr beta alone. Their 
exhaustive sumnary of various studies sliows that certain factors ignored by CAPM have a 
significant role in influencing futurc returns. 

‘1 hcy include: 

Price-earnings ratios 

Company size as measured by market capitil’ , isation 

Debt-equity ratios that ineastire leverage 

Rook-to-market equity ratios. 

Fama and French went on to consider whether these seemingly ‘spurious’ results might b e  

the result of data dredging: publication-hungry researchers scouring the sanie US data 011 

re turns  and Linearching conrradicrions that  occur in specific samples by chance. However, 
they disiiiissed this possibility as these additional &tors were also idenrified as significanr in 
other independent studies, using Japanese and European data. 

‘Ilicsc other studies also show that CAPM ignorcs invcstors’ bchavioural biases, they oftcn 
over-extrapolate pasr performance resulting in stock prices that are too high for growth 
firins a i d  too low for distressed firnis. When the over-reactions are eventually corrected, 
value stocks tended to end up with high returns and growth stocks with low returiis. 

This is :I far cry from CAPM’s key prctnise that investors care only about tlic mean and 
variance of distributions of one-period portfolio returns. In two previous papers, Faina and 
Frciich [ 1333, 19961 rcfiiic the original spccificacion of t l ~  CAPM arid include cwo other 
factors: coinpany size and book-to-n~a_rlter equity ratios. 

Later refinements iiicludcd two morc factors. l i e  first was thc niomentum cffcct: stocks 
that do well relative to the niarltet over the previous three to nvelve months tend to 
contintic to do well for rlie next few months [Carhart, 13371. The second coriccrncd cas11 
flows: stocks that do well relatively also have high expected cash flows. 

n c s c  arid other refilienierits are a Inatter of dct:lil. n i e  subsrali~ivc argument is that 
CAPM’s rwo-point inferenct on active management has been sorely challenged. Namely, 
that cxpcctcd rcruriis arc solcly influenccd by inarkcr beta and it is impossible to bcat the 
market by developing special insights into conipany-related factors. Evidence on both 
these points is weak, a t  best. Yet, rhe proponents of CAPM still continue to reject active 
management by its n priori assumptions. 

For diem, the centrality o f  trade-off between risk and expected return continues to infuse 
all investment decisions. Even alpha is dcfined as returns above or below what die CAPM 
predicts. T i e  rwin notions, J i a t  the market is hard to brat and investors arc rational, are 
now conventional wisdom, even among those who declare they know how to outperform. 

As Fama and French conclude [2004]: 

“‘n3e CAPM. Iike Markowrtzi porcfdio niodel on which I I  is built, CJ tievertbeless n theoretical 
toiir deforce. Despite its sediictive simplicity, the CAPMi cinpirical p r o b k w  iiivalikte ils 
fippkcations. ’’ 



Rernstein [2007] swns it LIP succinctly by scacing char the sicuacion is idencical ro what 
Louis Meriand, the Pulitzer Prize-winner, had to say about Freud’s famous tracr, Civilisation 
aiid Its Discontents: 

“ 7 7 ~ ~  ground I J ~ I J C  heen cntirrly crodeclfi,r zuhatevcr authority it once cnjoycyd as ari ultiniatc 
account g t h e  w q  things are, but u v  can no longer rmdcrjttrnd the way things are u h h t  

taking it inro izccount. ” 

Much rhc ~ a r n c  obscrvarioii can be IYI:& about CAPM’s irircllcctual twin: the efficient 
marlcets hypothesis, a deceptively simple notion char has become a lightning rod for its 
disciples and opponencs alike. 

3. A dangerous8 comfort blanket 
Despice n~iiiieroiis modificacions, rhe basic rhrust o f  the EMH has not changed much since 
the  Nobel 1,aureare Paul Samurlson I k t  proposed i t :  

Individual investors form expectations rationally 

Expectations are based on all available informarion 

Markets aggregate information efficiently a n d  

Equilibrium p rices in  co rppra te a II i n  for niat io 11. 

I n  a scininiil articlc [Saniuclsori, 19651, hc argticd rhar priccs fully rcflccr all availablc 
information, I n  ;in cfficicnr market, price changes cannot be prcdicccd with ari): realistic 
degree of accuracy, since they already incorporate the information and expectarions of  all 
market pnrticipancs. 

The underlying idca is that in :I large, acrive marketplace for  publicly rraded sccuriries, 
vigorous coinperirion among rliousaiids uf investors will drive spcculativc profits to zero. To 
the extent that speculative trading is costly, speclilacion rnusr be a loser’s game. 

On this argument, passives are bound co bear actives that seek to exploit niispriced assets 
relative co a risk-adjusted benchmark, since rhc invisible hand of the market woi-Its Eister 
t h a n  any single invesror. 

Samuelson’s concepc of informational efficiency has a Zen-like counterintuitive flavour [Lo, 

20041. The more efficient the market, the more randoni are the price changes generated by 
it.  I n  rhe extreme case of efficiency, price changes are rocally random. 

The implications are clear. If priccs arc unforcsecablc, clzcn: 

lhe i r  future direction is random 

They follow :I bell curve distribution 

They nullify active miandgcmcnt. 

Until rhe EMF1 was subjected to a battery of empirical tests, the received wisdom was 
simple: when new information emerges, che news spreads very quickly and is inscantly 
incorporated inco the price of securities. 

Hence, neither technical analysis (the srudy of past prices to predicc future prices) nor 
fuiidainental analysis (srudy o f  company-specific data) can enable invesrors ro identify 
‘undervalued’ stocks and achieve returns greater than those that could be obtained by a 
randomly selected portfolio of individual stocks. 



Unsurprisingly. thc hypothcsis is linlccd with thc conccpr of a ‘randoni wall< in thc finance 
literature to caricature a price series where all subsequent price changes display arbitrary 
departures from previous prices. 

On this argument, thc price of a financial asset always reflccrs all available informarion 
relevant to its value. Deviations from equilibrium value cannot last long. Investors with 
information on under-valued assets will drive up their prices and make money in the shorc 
term. Beating the marker in the long run is a fool’s game. Markets are omnipotent. Active 
management doesn’t work. 

’Ihis bclicf has spawned rotlay’s $4 trillion iriclcx fiinti industry. While the history ofchc 
Dow Jones Industrial Aver‘;ie dates back to 1896, it is worth emphasizing that this index 
was simply a market proxy, not an investment idea. T i e  carliest indices were not created 
to evaluate manager performance, but to provide a representative ouccoine for rhe stock 
market as a whole. 

However, as technology developed to recreate marker porrfolios and observers noted 
that fewer managers were beating [heir benchmarks, enterprising asset managers saw an 
opportunity to deliver market representative returns a t  rock-bottom costs. As indices 
proliferated, the EMH became a de-ficto investment strategy in  its own right [Sahai and 
Poor, 201 11. 

So widespread was the acceptance of the EMH that another Nobel Laureate [William 
Sharpe, 19911, had no hesicition i n  brandishing its detractors as being wholly economical 
with the rruth: 

“Properly mxsiired, the czverage actively rnnnagcd d o h r  must underpei$rm the average passively 

nianagcd dollau, net of costs. Empirical nnnlyses tlmt appear to  r&te this princtple are gurlg of 
improper rncmurenient. ” . 

But with the 2008 inarket meltdown, die knives weie out. 

Wriring for 7hr Uj’nhinyton Post in J L I W  2009, financial jourrialist and best-selling author 
Roger Lowenstein pulled no punches: 

‘‘n3t upidt of the curreat (;re/lt Rrcession is that it coidddriix n stftkc through the heart ofthe 
ncitdcniic nostrum known as the e,$$cicnt ntarket hypothesis. ” 

I n  a similar vein, writing i n  his quarterly letter in  January 2009, Jereniy Grantham, a highly 
respected money manager ar GMO, said: 

‘ 7 7 3 ~  incvedibly inaccririitc efficient mrtrX.et theory [caiisedj a letl~itlly dmgeruris cornbination o f  
asset bubbb ,  knx controls, pernicious incentives nnd wickedly complicczted instruments th t~  led 
to our current plight. ” 

However, long before then, academic researcheis had been riaining their guns on the 
EMH. Notably, however, ndne of them anticipated the catastrophic outcomes narrated by 
Lowenstein and Grantham. Instead, [hey were much more concerned about the nitty-gritty 
of improving the explanatory powers of the theory at the margin. 

Hardly anyone questioned ics foundations. This was an era in which the ‘rational 
expectations’ school of thought, pioneered by economists at the Universiry of Chicago, was 
in rapid ascendancy. It believed in the primacy of markets as an article of faith: markets 
kncw how to valuc rcsourccs and allocate them inost efficiently through an impartial and 
robust price mechanism. lly invisible hand of the inarkec, so the argument ran, knew 
better than the visible boot of the state. 



So, the new research focused on the narrow issue of whether past price changes could 
predicr furure price changes. ’Ihey did find weak evidence that  the past foretold [he futitre. 
But these scudies did not address a number of critical questions: 

How is  che informarion generated before i c  impacts markec prices? 

What mechanism caiises rhc information to be rcflcctcd in prices? 

What is che incentive for anyone to generate the information? 

Why would anybody do any research on a company, if trading on informarion is 
unprofitable? 

If  nobody collects any information, how can prices still reflect all the inforrriation? 

iMost importantly, arc: markets ‘efficient’ in chc sensc chat they can price assecs correctly? 

These qiiesrions led to a number of refinements of the original idea propoundecl 
by Satiiuelson. 

Grossman and Stiglitz 117761 focused on information acquisition. They showed that those 
who invest in research are rewarded through speculative profics so chat rliey ac least recoup 
che cos[ ol‘that aciivicy. By being die first iiiover of die ‘invisible hand’, they drive prices 
cowards [heir h i r  economic value. Thus, by cxcension, rhc authors envisaged thc role of 
active rnanagemcnt bacl<ed by superior resoiirces and skills. 

111 a parallel crxc, there also emerged the arbitrage pricing rheory [Ross, 13761, which 
showed char rhr activity of arbitrageurs would naturally drive the expected returns to a level 
char correcrly refleccs che risk-return trade-off of any  assec. 

l l i c  iclea was furchcr rcfincd in ;i paper chat was based on the old adage from John Maynard 
Keynes chat ‘markets stay irrational longer than you can stay solvenc’ [Schleifer and Vishny, 
19971. 111cy showed that liigli iitiaticitig risk Corccs arbitrageurs to b e  caucious a1)ouc 

exploiting niispricing. IIhc oiltconic can bc calamitous, if this risk is ignored, as happened in 
the case of Long-Term Capital Management. 

Its highly leveraged bet on the convergence of US vs European and Japanese bond yield 
following che Asian currency crisis was sound and rhe convergence did actually happen. 
However, i n  die meantime, che leverage bankrupted IXCM and created a systemic crisis 
in 1395. 

Over time, empirical studics came to acknowledge t h ~ c  active management can, and does, 
regii larly exploit the deviations fi.0 m eqii i I i briu m prices vi a special ised knowledge, lower 
trading costs, low management fees and a financing StruLture chat rides ouc piice anomalies 
persisting over a long period. 

Indeed, if eveiybody shared che same opinion, nobody would trade [Black, 13861. 
Differences i n  opinion create inefKciency and rhis i n  turn is rhe basis fix trading. Earnings 
from accive management ale a reward for informed iiivescors for identifying and exploiting 
mispricing created by other investors. Bur chac is not all. 

Researchers argued tliar the segmentation of markets and itivescors can have an impact 
on the market values of securities, on cop of their business funciamentals [Barberis, Schleifer 
and Wurgler, 20031. Investors are shown to pigeon-hole securities - by, for example, 
geography, index or size - due to information limitations, rrading restrictions and 
trading costs. 

However, the reader who wades through chis and ocher studies should expect a long hard 
slog, with licrle liltelihood of emerging on the far side appreciably ei:lightened. 



All they will discover is that i t  is nigh on impossible to test the two key propositions of 
tlie EMH: (a) marl<ers are efficient since they incorporare all available inforniarion and 
(b) niarltets provide a fair valuation of securities. Neither of these propositions can be 
independently tested via the conventional econometric methods. Hence the EMH can 

never be  rejected [Campbell, Lo, and MaclGnlay, 19371. 

While a number of factors -. irnowm1ies’- have been identified as delivering higher rrturiis 
over time that cannot be explained by the EMH, there is no conseiisiis on whether these 
factors reflect thc cxistencc of an ineflicicnr market or thc dynamic nature of risks that  no 

model can explain. 

7 h c  sceptics, ;is a result, go for the jugular: ariornalics iiican that die whole paradigm 
of rational expectations that reigned suprenie for nearly fifty years is no more than an 
ideological aspiration about how markets ought to work under the tenets of neo-classical 
economics. The crash-landing of its two chcrishcd idols - CXPM arid EiVH - in 2008 
shows all too well that they were as remote from the complexities of markets as the inan on 
the niooii. 

Writing in 7hc New K)rk T?wics P/agneiiie i n  Sepceinber 2003, another Nobel Laureate, Paul 
Krugman, argued that  Chicago school free niarket theorists ‘histook beniity 

The syiithccic outrage provokcd by the article generated more heat tlian light [Frydniaii and 
Goldberg, 201 11. 

l i e  advocares ofrhe EMI-I countercd that ir  is still ;alive and well except for periodic 
disiortions. l i e  sruclc marker is a voiiiig rncchaiiisin iii the sliort term, but a wcighiiig 
riiechanisin in  the long term. True value will win oiit i n  the end. 

‘Tlicy also contend that the EMI-l never stated that che markets ale ’e~ficienl’in the sense they 
c a n  price assets correctly: all i r  said was that prices reflecr all known informarion. I t  does not 
say chat this information is valued correcily in any sense: prices merely reflect rhc current 
coiisensiis of the ina rk t  without preventing market changes on a whim. I n  short., niarkets 
Cali be ineflicierit and inaccipite. 

l i i s  volre-Face is all the inore remarkable for its tacit subtlety. For belief comiiitics to reign 
supreme over reason: reality is not allowed co obscure tlie theory! No wonder the average 
investor is bewildered. No wonder Lowenstein and Grantham pidl no punches. 

For now, it is worth restating the measured conclusion of the niost derailed review presented 
i n  a recenc landmark report commissioned by the Norwegian Government Pension Fund 
[Aiig, Goetzmann, and Sclrerfer 20031; 

“%e bnlance between irid(rrrtion mid nctiue rnannXcmeiat i s  a r l~oirc variable f o r  which the 
optimum depend on generd bel$ nbout the existence and potential of ninnnger skill, the 
pricirif ~~ppor tu~i i t ics  afforded within ii Xiurn ninrkct, the tinre prPfrrc.iicej and risk nuersion of 
the inursto< uird the cxperti.re nnd iitrcntivr conlriict ofthe specific mimnger. 

Translation: the EMH leapc from unwarranted assuniptions to pre-conceived conclusions. 

4. A bullet dodged 
The original attempts to check tlie randomness of stock prices looked at whether the way a 
price behaved in the past is any guide to how it  will behave in rhe futurr. l i e y  showed that 
stock prices did not liehave as random walks. Fi1r.ui.e price changes WCK iiifluciiced by the 

- .. 



To economists and psychologists engaged in  the field of bchavioural finance, such short r u n  
momentums are consistent wirh the “bandwagon eflecr”. ’[he fainoils example of tha r  was 
the psychological conragion leading to irrational exuberance with the tech bubble in the 
1930s [Shiller, 20011. 

?lie bchaviouralists aclcnowledgc the inherent fillibility of mortal investors. To rhein, 
humans arc highly imperfect organisms, giver1 to bouts of greed and fear. T h y  arc 
iriipiitieiic; they make analytical errors, suffer from bad data iiicerprctatioii aiid overrate their 
abilities. Moreover, they are hard-wired for self deception, plain ad hocery, and faulty logic, 
contrary to rlie premises of the EMH. They are not rational, calculating machines, wirhout 
systematic bises, whose behaviours can be predicted by niathernatical models. 

nie Iiiost memorable indictment f rom this behaviourial perspective cairie froin 
Shiller [1981]: 

‘f/l.ist brrmse rimrkcts ctre tqmdic t l rb le  doeir2’t mean they m e  e$rcient. 771~ leap in this logic wcu 

one of the most reinarkabk errors in the histoy of economic thoight. ” 

Before then, however, tlie new behavioural edifice had s t a r d  io expose h l t  lines in tlie 

EMH, since the landmarlt publication of Prospect 7Jwory [Kahneman and Tverslcy, 19791 

It acccprs chat thcrc is often a rcasonabkc balance bcrwccn difl‘crcnt rypcs of investors in 
rhe market and deviations i n  valuation are often corrected. R u t  look tinder the bonnet 
and  you’ll find a whole bunch of behavioural cognitive biases ticking away - sometimes 
cancelling each ocher 0111, most tinies not. ‘These biases reflect iinperfections in their 
perceptions of reality. 

In fiiiance, l o u r  biases are most conimoii: 

Mental accounting: dividends are perceived as dditions to income; capital gains are not 

Biased expectations: people tend to h e  overconfident in their predictions of die fiiture 

Reference dependence: Investmetit decisions are affectcd by an iinutor’s rcfcrencc poitit 
which tends to be arbitrary 

Representativcness 1icuris.tic: investors niiscalte good companies for good stocks, not 
realising that their stock is usually already fairly valued, leaving little upside poteiitial. 

If the new I)ehavioural finance is closer co reality than tlic old EMH paradigm of rational, 
calculating utility-balancing economic nian, why h a s  it Failed to make niajor inroads into 
conveiirional t-hinking! %ere arc two reasons. 

‘ h e  first reason is tlie power ofthe old guard, protecting the citadel for free market 
economics. I t  was che sciencisc Max Planlt who showed that science advances “one funeral at 

a time”. I t  requires the old,.coiicrolling geiieracion to die before new ideas that threaren their 
conception can cake hold. 

l i e  second rcason is that the EiMH appars  ro work a l o r  of the rimc and then suddcrily 
blows up. I t  is analogous to the relatioilship between Newton’s laws of gravity and Einstein’s 
rhevry of relativiry. ‘Ihe former approximates the latter so long as rhe odd stuff about the 
speed of light and anti-gravity are raken out. 

’Ihc problem seems to arise from rhc frequency of events in markets. High frequency events 
tend to follow die predictiolis of the EMH. IF asset prices tend to deviate overly from an 
accepted norm, then the normal niechanisni of the marl<ec brings them back in line. 

On the other hand, there are also low frequency events thac do not follow rhe EMH. 
When they occur, efficicnc rnarkcc srraregics call be disastrous, as deviations li-oin sensible 
valuations turn explosive rather than self-correcting. Iiational econoiiiic theories can’t 



Finally, loi all its fresh insights, the new bchavioural finance can tell LIS why things go 
horribly wrong but not when. Not surprisingly, Sarnuelson admired Kahnenian but  
considered much of the work in the behavioural finance ‘;I lot of noise” [Rernstein, 20071. 

He doubted if one co~ild make money out of it. To liini, most investors do not even 
understand how to capitalise on behavioural anomalies even if they are sceptics about 
efficiency and fans of bchavioural finance. However, hc did not addrcss the bigger issue: 
namely, co what extent can such behavioural biases cause market contagion with disastrous 
consequences for the world economy? 

Itescarch attention remained firmly focused on the nuts-and-bolts of the EMH. On 
the onc hand, some proponcnts of behavioural finance rccognisc its limitations, as spclt 
out by Saniuelson. O n  the other hand, the proponencs of EMH starced co factor in the 
behavioural effects. 

This synrhesis is clear froin the emergence of %e Aduprive Market$ Hypodiesis [Lo, 20041. 
IC argues tha t  investors are hardly capable of the kind of utility optiniisntion assumed i n  the 
EMI-I. Since opciniisation is costly and since humans are limited i n  their coniputarional 
abilities, they engage i n  ‘satisficing’: making choices that are sarisfactory, nor optimal. 
Such decisions are reached not analytically, buc chrough trial and error that enables one to 
develop simple rules of thumb that evolve into heuristics over rime. 

Thus, when the environnieiit changes, the Iieuriscics of the old environnient are not 
necessarily suited to the needs of the new. l i e  inismarch gives rise to behavioural biases: 
actions seein ill-advised in the context in which they are ialcen. 

However, according to Lo, the new paradigm of AMH is still i n  its inhncy and requires a 
great deal more empirical testing before it dislodges the EMH. He admits that: 

“%c inrrrrinl consistency nnd kogid elegnnce of  h e  ,!&fHfi./rniewol-k nrf almost /ypuo$ir, irnd 
it is all too easy t o  .firget t h t  thr EMH is nirlvly nfi6rWient of o i ~ i ,  inztlyitsation, meant to smw 
a~ [in approximireion - and nor nliuoys (1 tewibh acciimte one - to n fir more coinpzplex reality 
LJnlilre t l~ t ,  /mu ojgrnuit,v and t he  rheory o f  speciul relnii7~i9 rhew iire no insnzutable lauu of 
nutiire )om u~hich the EMH l m s  been derived. ’’ 

‘The implications arc clcar. Neichcr chc CAPM nor the EMH have thc ncccssary empitical 
crcdence; quitc thc reverse. Ycc, chcy rcrnaincd firmly anchorcd in the investor psyche and 
policy chinlting in  che West - at least until the 2008 market rneltdown. I C  reminded us all 
too painfully that [Derman, 201 I]: 

“CAPM is n usefil way of thinking nbout a model world that IS, quite often, far)oin the world 
iuc live in. ’ I  

5. ?he moment of reckoning 

In hindsight, it beggars belief that the sub-prime mortgage boom in the US lasced for as 
long as it did. 

‘Ihe Federal Reserve could not foreTee a concealed rune bomb. Nor did it have the inkling 
rhat any sub-prime crisis in  the US would soon tip into a global disasrer by the new mark- 
to-market rules introduced after 2004. So keen it was to sustain the economic recovery in 
the 1990s that a t  every whiff of a niarlcer downrurn, fresh liquidiry was pumped into [he 
system. With che banking system awash with cash, product innovation proliferated. 



Sub-prime loans became a ready outlet, once they were sliced, diced and repackaged to create 
rhe magic dust .  Authorities believed t h a t  the efficiency of the markets would ensure their fair 
valuation and attract willing buyers around the world for these freshly minted securirised 
products - inany with (bogus) triple-A raring. Also by spreading their risks across the global 
investment community, their use of derivatives would pre-enipr any systemic rislts. Alan 
Greenspan, no less, was empliatic on the merits of this fiiiancial engineering [ 11)97]: 

“7lw rue of a growing urray [fdcriviitiues nrid the rcl(ited dppliciition of more sophisticmd 
methods o f  meastrriug and nrnntlging risk nre key firtors underpinning t he  enhdnced rcsilicnce 
o f  o w  largcst financial institiitions. . . . Ar a result, nat o d y  hme in~lilividimlfinnncial 
iirstitiitions become less vtdriernble to shocks fiom mdcrbing risk f i r m s .  but also the jmmcial 
system (IS n u~hole has Become more stable. 

l i e  resc is history. No woiider, today’s investors fall into two camps: tlie shoclted arid the 
dismayed. Indiscriminately, like a tsunami, the 2008 sub-prime crisis wiped out some $15 
trillion in asset values, hitting every asset class, every market, every geography and every 
client segment: 15 years of capital gains were wiped out in I 5  niontlis. 

Yet, in May 2007, barely three months before the crisis unfolded, Ben Bernanl<e couldn’t see 
a phenomenon of chis magnitude coming, when he stared in a public speech in May 2007: 

“K4 do not exnrct sipij icmt spill-over finin the sub-prime imsket to the reit ofthe eronoirry or 
to thejiriinciul systcni. ” . 

Nor did Gordon Brown, for that niatter. In his June 2007 Mansion House speech he said: 

“Eser~~onc ncrih to.folloio the City5 peat  exmnp le and rmirlnte this high valuc-ixkded talerit- 
driven industry E h n b  tu its rwinrknble nchievemmt, we hmw tile huge privilege to live in nn 

era that history wil l  record ns the beginning of (I Golden Age.” 

Of the 20 biggest daily upswings in the S&P 500 since 1980, 10 have occurred i n  the last 
five years. Likewise, ol‘rhe 20 biggest downswings, 1 j have taken place i n  the last 5 years. 
IiareIy Liavr the scoclc marltets been so wild arid moved so little, tinti1 early 2012. With COO 

many wild variables, investing has beconie a loser’s game. 

This is ;t far cry from the heady days of the 1990s when die unrelenting cliasc for relative 
returns delivered double digit perforinarice year after year until the ensuing crash in March 
2000. I i  was a defining nioiiieiic. Invcsrors discovered tha t  iiidex Iiugging could not buy 
groceries in a bear market; nor could i t  prevent an unprecedented funding shortfall i n  
defined benefit pension plails worldwide. ‘firis, uucorrelated absolute returns became the 
new mantra. 

Some 30 new product sets, asset allocation tools and hedging techniques were duly 
adopted [Rajan, 201 11. They aimed 10 conrrol risk and boost returns irrespecrive of marker 
conditions - only ro be overwhelmed by the crash of 2008. 

That episode showed rhac the world of  invesring can be a hall ofmirrors: whar you see is 
not as i L  is. Securitised mortgages in die US are just one example. The ocher is a rali of 
structured products that wei:e subsequently hainmered by tlie collateral damage from the 
collapse of Lehinan Brothers and AIG. But that is not all. 

In the heady days of the 2000s, there was a growing belief that the economies of the East 
and the West had significanrly decoupled to the point where a market crisis could he 
contained. Yet, China and Russia notched up the biggest niarltet falls in the immediate 
aftermath o f  the Lehnian collapse. Globalisation had created greater econoniic connectivity 
and contagion susceptibility - concepts that were wholly alien to the EMH. 



?hey arc hard to iriodcl in a world wherc ccchnology has amplified invcscor mood swings 
and compressed decision spans from calendar time to real-time. Nearly 65Y0 of daily 
movements i n  l ey  market indices are now driven by izoise’rarher rhan Irignnl: Politics, not 

economics, drives tlie markets. Also, high frequency trading reinforces the periodic bouts of 
risk-odrisk-off chat- are unconiiected to corporare fundanienrals, a far cry from the self- 
correcting mcchanisins of the eflicienc markets. 

In hindsight, investors haw learnt that they were not inanaging risk, they were inanaging 
uncertainty. One relies on I;nown probabilities of expected returns, the second on pure 
guesswork. As one large pension plan participating in the 20 1 1 CREATE-Research survey 
obseived, 

Few policy makers and their economists saw the bear markets coming; few dececred tlie 
time bomb concealed in cheap money; few understood the unintended consequences of the 
marl-to-market rules; few expected the asset class correlation to go through the roof: few 
challenged the validity of the bar belling model. Long conditioned to viewing the investment 
landscape chrough the prism of EMM, they Failed to see that invescing had become ever more 
numced i n  the face of systemic forces altin to the Rlaclc Swan [Taleb, 20071. 

I n  retrospecr, the 2000-02 equity crash was a defining monierit in global hiid mnnagcmciit. 
It set off a chain reaction wl!ose cuniularive iiiipacts were liard to foresee. As millions lost 
billions, the old ways of investing fell into dispute. Nor could tlie hype of equity risk premium 
or benchinark hugging stop a severe shortfall i i i  defined bencfir pension plans worldwide. 

So, they switched from relative to absolute returns, in what proniised to be an era of low 
noinilia1 rmirns.  ’Ihis decisive shift coincided with the most benign conclicions in crcdir 
riiarkcts in  living nieniory. ‘Ilicsc conditions servcd to perpctuate the m y r h  c h a r  absolute 
returns were not only desirable buc also deliverable, thanlts to the arrival ofrhe ‘new inasters 
of universe’ who had suddenly rediscovered the skills chat lay fallow in the bygone era of 
relative returns, when chasing alpha was like looliiiig for a needle in a haystack. 

I n  tlie brave new’ world of absolute rerurns, this new breed of nianagers overly relied on the 
use of leverage, shorting and derivatives in their freshly niinted ‘go :inywhere’ type strategies. 
Risk was stacked LIP like a wedding cake. Like alcheniy and quack medicine, the  prevailing 
risk riiodels thrived on che investors’ wish to believe in impossible things. l i e  advice from a 
leading thinker of the day was largely ignored [Scholes, 20051: 

“We make models to  ribstract. renligr But there i s  n metri-niodcl beyond the model tbnt assum 

us that tbe model will eventtmllyj2il. Modeh f i i l  bcrfiusc they f i i l  to  inrorpolnte tbe inter- 
)-ehtionsbips tbnt exist in the r e d  world” 

6. What’s all this got to do with efficient markets? 

First, it  helped to cultivate the belief that markets are always righc and mean rever4ion 
cowards fundamental values is the norm. A new lingo was created which, in hindsight, 
used clever words to conceal longstanding problems. Policy rndlw5, e5pecially in the UK 
and the US , were seduced into believing either chat bubbles never happened, or if they 
did there was no hope that ceiitrd banks coiild spot them and intervene. Evidently, they 
believed rhar inarkecs have their  OM^ sclf-coirecriiig fLir-v~dtic dynamic. The only thing rhac 
central banks can do IS IO mop up the periodic mess afceiwards. ?liar thinking lay behind 



the two savage bear markets of tlie last decade. I t  also lay behind the whole mark-co-market 
accounting edifice introd\icect in 2004 that rests on the view that only markers can provide 
‘fair’ valuations at a11 rimes. Arguably, tha t  edifice turned tlie US sub-prime crisis into a 
global disascer, when the value of all securitised assets dropped like a scone, irrespective of 
their intrinsic worth. 

Second, i t  also rurned investing from art ro science; from craft to industrialisation; from 
judgment calls to mechanical formulas. Much of the innovations - e.g. derivatives, shorting, 
Icvcragc, porrable alpha, high frequcncy trading - were justified on the grounds that  the 
only way to bear the markers was ro create ever more clever mouse craps. More often 
than not, they have ainied t; extract value where there is none. Systemic risks, produce 
coniplexity and higher charges have been the main outcomes. 

Third, t h e  EiMH foscercd complacency arnongsr policy rnaltcrs arid investors alikc. Most 
of them did nor realise chat, under the froth of the booming markets in the period 2002- 
08, serious fault lines were developing in the investment landscape in response to mega 
forces like the globalisation of markets, the iinpacc of revolticionary technologies, and 
the unintended consequences of regulatory changes - to nanie but a few. Via niounting 
anomalies, caused by periodic boucs of dislocations, these forces were progressively eroding 
the twin pillars of asser allocarion: equity risk prerniiini and asset class diversificarion. 

The aiionialies in question arose due to: the ad hoc ni:iriiier in which rnarkcts react to 
information; the unstructured means by which markets price a given asset; and the 
behavioural biases of invesrors who continue to use tlie old heuristics for new situations. 

llic anorrialies have rnulciplicd as rnarlicrs have gonc from: local ro global; calendar time to 

real rime; clear ‘signal’ to loud ‘noise’; buy-arid-hold investing to opportunistic investing; 
and asset management to liability optiinisacion. 

Last, but  not Ieasc, the ‘indtisrrialisatioi~ of investing has, in  rum, depersonalised relations 
between investors and chcir asset managers. Unlike their physical counterparts, like 
cars and computers, investrnenr prodticrs do not have a dcfiriable shelf life, they do not 
deliver predictable outcomes, they cannot be pre-tested in a lab, and they do not carry 
a fi[-for-purpose certificate. For good returns, what rnartcrs most arc timing and nlarltct 
environment. ’lliesc require a far higher degree of cngageincnt berwcen investors and 
their nianagers than has been the case over the past 20 years where dis-intertnediatioii has 
beconie ever more pronounced [Rajan 20 121. 

For asset managers, it is essential to: 

Undersrand their clienrs’ dreams and nightmares 

Solicit new ideas by rapping into clients’ investment expertise 

Manage expectations in what can and can’t be delivered 

Mininiise iwong time’ risks in buying and selling 

Communicate bespoke research that addresses unique issues to clients 

Highlighc proactive buying opportunities in periods of big price dislocations. 

For investors, it is essential to: 

Seek better alignment of interests via common beliefs and time horizons 

Obtain a second opinion on their asset allocation and correlation risks 

Gain deeper insights into what works at different stages of market cycle 

Develop tlie mental agilirjr to capitalise on periodic marker dislocations 

Mininiise behavioural biases and herd instinct provoked by periodic volatility 

[Jiiderstaiid the ‘health warnings’ t h a t  are ~isual ly  lost in the fine print of legal agreements 



7. \Xl?lat next? 

Our  main conclusion is that' neither the CAPM nor the EMF1 have much empirical 
suppori. They work until they don'r work. Both have undergone significmt refiiiernciits 
LO ihc point where their inuch-publiciscd infkencrs - di:ir markers arc eflicient iiitd activc 
nianagement does not work - are no longer tenable. 

Yet, they have reigned supreme for the best part o f  half a century, having a profound 
infliience on the psyche of financial invesrors, policy makers and the invesrinent indiisrry. 

It is probably too far-fetched to single them out as the key culprits in  die current crisis. 
They are merely ingredients in a rich stew o f  financial irresponsibility, policical ineptitude. 
lax regulation and perverse incentives. Besides, the world of investing is too complex for a 

Few na'ive ideas to bring it to its knees. 

I t  is ctltially hard ro ~i~~dcrcsriniarc their influence on the forces that haw brought LIS to 

where wc arc roday. They proniotcd a world view dcrachcd from the on-the-ground reality. 
For a long time, they rode on the back o f  the strong pi-o-inarker anti-regulation senrinient 
unleashed by the elhatcher-lieagan era in which faith niartcred more rhan facts. 

Either way, this paper has had tlic lirnired goal to dcscrihe how riiodcrn financial theory has 
evolved and how i t  has been linked to the current crisis. As such, its tone and content have 
been deliberately retrospective. 

Subsequent papers in the 300 Club series will focus on some of the challenges Iiighlighted 
in the last two sections and the responses they require from governments, investors and asset 
managers. Areas [hac will receive special attention are dynamic asset allocation, i-nanager 
selection, principal-agency relationship and client engagement. 
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to investors, accoiding c o  rhe 300 Club. Morcovei, die 300 Club believes that 
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I. 

Q. 
A. 

Q. 
A. 

Introduction. 

Please state your name, occupation and business address. 

My name is Matthew J. Rowell. My business address is 9808 S. 45‘h Place, Phoenix, 

Arizona. 

Please describe your experience and qualifications. 

I received a Bachelor of Science degree in Economics from Florida State University in 

1992. I spent the following four years doing graduate work in economics at Arizona State 

University where I received a Master of Science degree and successfully completed all 

course work and exams necessary for a Ph.D. My specialized fields of study were 

Industrial Organization and Statistics. 

I joined the Staff of the Arizona Corporation Commission in October 1996. I served on the 

Commission’s Staff for just over ten years. For the last five years of my employment with 

the Staff, I held the position of Chief Economist. In my time on the Commission’s Staff, I 

was involved in a myriad of utility cases, ranging from energy rate cases, competitive 

telecommunications cases and the Commission’s Water Task Force. As Chief Economist, 

I also supervised a team of professionals who provided testimony and expert advice 

regarding utility regulation to the Commission. 

Prior to my Commission employment, I lectured on economics at Arizona State 

University, was employed as a statistical analyst for Hughes Technical Services and I 

authored and co-authored several research papers for the Arizona Department of 

Transportation. 

After leaving the Commission, I became a principal with the firm of Desert Mountain 

Analytical Services, LLC. In that capacity, I have provided expert testimony and 
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Q. 
A. 

[I. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

consulting services to utilities, developers, and the Residential Utility Consumer Office. In 

addition, I am now a member of the Society of Utility Financial Analysts and I have earned 

the designation Certified Rate of Return Analyst (CRRA). 

Please describe your testimony. 

In this volume, I provide testimony regarding rate consolidation and deferred income 

taxes. In a separate volume, I provide testimony regarding rate of return, including capital 

structure, cost of debt, and cost of equity. 

Rate consolidation in the west valley. 

Please discuss Global’s rate consolidation proposal. 

The Global Utilities propose consolidating the rates of three utilities in the west valley: 

Water Utility of Greater Tonopah (“WUGT”), Valencia Water Company - Town 

Division and Valencia Water Company - Greater Buckeye Division. I will refer to these 

three companies as the “West Valley Utilities.” 

Has the Commission approved rate consolidation in the past? 

Yes, in some cases, but in other cases it has been rejected. The decisions seem to be 

highly fact-specific. 

What facts support consolidation? 

Most importantly, the customers of WUGT would face a large rate increase without 

consolidation. WUGT has a small number of customers (324 at test year end). That 

simply is not a lot of customers to spread the full cost of service over. Consolidation 

would allow the cost of service to be spread over a much larger number of customers. 

Combined, the three West Valley utilities had 6,294 customers at test year end. 
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Q. 
A. 

Q. 
A. 

Moreover, these three utilities are all located in the west valley, and each is served by 

operators from Global’s west valley regional center in Buckeye, Arizona. In other words, 

the employees are the same, they use the same fleet, equipment, tools, etc, and are in the 

same general location. 

What are the benefits of rate consolidation? 

The main drivers for this consolidation are: 

0 Mitigates the necessary rate increase for WUGT; 

Addresses small system viability issues; 

Promotes customer fairness with a consistent rate for a similar service; and 

Provides incentives for regionalization and consolidation 

0 

0 

0 

Please describe the goals of rate consolidation from a regulatory perspective. 

The EPA and NARUC report “CONSOLIDATED WATER RATES: Issues and Practices 

in Single-Tariff Pricing”’ states that the short term goals for rate consolidation focus on 

“enhancing the financial capacity of water systems and making rates more affordable for 

water customers” while the long term goals are “consolidating the management and 

operation of water systems, or “regionalization,” to achieve multiple policy goals.”* Both 

goals are served in this case. Consolidation will directly address affordability issues for 

WUGT’s customers. In addition, these three utilities (along with two others) were 

acquired by Global Water in 2006. These utilities were small and in need of capital 

improvements. Rate Consolidation allows the necessary capital improvements to be 

spread out over a larger customer base. Approving consolidation in this case not only 

helps with the current situation for the West Valley Utilities, it also sends the signal that 

the Commission will support companies which take on challenging acquisitions. 

1 , Available at: http://www.epa.gov/ogwdwOOO/utilities/stptitle.pdf. 
2. CONSOLIDATED WATER RATES: Issues and Practices in Single-Tariff Pricing (Sept. 1999) 
at 6. 
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Q. 
A. 

Q. 
A. 

Q. 

Additionally, Staff has taken the position that “One of the most valuable outcomes of 

consolidated rates is that it allows the purchase of these systems by larger, more stable 

companies who can in turn spread this investment over a much larger customer base.”3 

How many customers do each of these utilities have? 

The number of customers in each utility is provided below: 

Water Utility of Greater Buckeye 

Valencia Water Company - Greater 

3 24 

627 

Buckeye Division 

Valencia Water Company - Town 5,343 

Division 

Can you describe the similarities of these three utilities? 

At a fundamental level, they are all located in the same region; they are all groundwater 

systems, most have some requirement to provide treatment (for arsenic and/or fluoride) 

and all receive shared operations and management services from Global Water’s staff. 

The Joint EPA and NARUC report provides some technical background on the reasoning 

behind the applicability of consolidated rates despite some on-the-surface differences. 

How does rate consolidation promote regionalization and consolidation of water 

utilities? 

3. March 13,2009 Surrebuttal Testimony of Elijiah 0. Abinah filed surrebuttal testimony on 
behalf of Staff in the Arizona-American rate case (Docket No. W-10303A-08-0227), page 9, line 
2. 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

As noted in the Joint EPA / NARUC report, “Single-tariff pricing can be an incentive for 

larger water utilities to acquire small water systems that lack capacity because it makes it 

possible to spread costs over a larger service population and maintain more stable and 

affordable rates for customers of some smaller and more expensive  system^."^ The report 

also comments that “pricing is intrinsically related to structural change in the water 

industry” and that pricing policies like rate consolidation “ultimately will play a role in 

shaping the future structure of the water industry, including but not limited to the future 

of small water system~.~” 

Can rates be consolidated, even though the systems are not physically 

interconnected? 

Certainly. WUGT consists of 8 separate systems with common rates, and Valencia 

Water Company - Greater Buckeye Division consists of 4 separate systems with common 

rates. In the past, the separate WUGT and Greater Buckeye systems had separate rates, 

but the Commission later approved consolidated rates for those utilities. Our proposal 

simply takes this process one step further. 

Has the Staff laid out any guidelines for determining when rate consolidation is 

appropriate? 

Yes, Staff filed testimony in Docket No. W-10303A-00-0227 that laid out criteria that 

should be considered when evaluating a rate consolidation proposaL6 

How does Global’s proposal for consolidation of the West Valley utilities compare to 

that Staff criteria? 

‘ Id. at vii. 
Id. at 28. ’ March 13,2009 Surrebuttal Testimony of Elijah 0. Abinah filed surrebuttal testimony on behalf 

of Staff in the Arizona-American rate case (Docket No. W-1030314-08-0227) 
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A. 

Q. 
4. 

I believe Global’s proposal compares quite favorably with Staffs criteria. Staff listed the 

following criteria for evaluating consolidation proposals: 

Public health and safety 

Proximity and location 

Community of interest 

Economies of scalehate case expense 

’ Price shocMmitigation 

Public policy 

Other jurisdictions 

Please discuss the public health and safety factor. 

Staff presented a hypothetical example of a small utility that needs to substantially upgrade 

its system in order to “alleviate health or public safety issues such as water quality.” With 

few customers to bear the costs of such an investment, the rate increase associated with 

such improvements could be large. However, if the small systems were consolidated with 

one or more other systems the rate impact would be mitigated because the cost of the 

necessary investments can be spread across many more customers. 

Staffs hypothetical example is remarkably similar to the actual circumstances faced by the 

West Valley Utilities. WUGT has a small number of customers. The WUGT systems 

have required substantial upgrades, including arsenic and fluoride removal systems, and 

other infrastructure mandated by Commission decisions (e.g. a secondary water source for 

WUGT’s Sun Valley system). Without consolidation, rate recovery for these 

improvements falls entirely on these few customers. Combined, the three West Valley 

Surrebuttal Testimony of Elijah 0. Abinah, Docket Nos. W-0 1 

26. 
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Q. 
A. 

Q. 
4. 

utilities have over 6,000 customers, and the infrastructure costs can be spread across this 

larger customer base. 

Please discuss the proximity factor. 

Staff believes that proximity is an important but not necessary factor in evaluating a 

consolidation proposal. Additionally, Staff believes that physical interconnection should 

be required when technically and financially feasible. Valencia’s Greater Buckeye 

Division and Town Division are both located in or near Buckeye in the West Valley. 

WUGT’s service territory is located in Tonopah about twenty miles west of Buckeye. All 

three of the utilities are served by operators from Global’s west valley regional center in 

Buckeye. So the three utilities are in the same general area and share the same employees. 

While these three utilities are in relative proximity to each other, interconnection of their 

systems is not technically or financially feasible. In fact, there are separate public water 

systems within each utility that are not physically interconnected. Interestingly the rates of 

the separate public water systems within each utility are consolidated. 

Please discuss the community of interest factor. 

Staff indicates that consideration of a “community of interest” should also influence 

decisions regarding consolidation. For instance, Staff suggests that whether the relevant 

“districtdsystems have a common interest such as, schools, hospitals, recreational parks, 

churches, etc.”’ should be considered when deciding whether those systems should be 

consolidated. A community of interest exists amongst the three service areas as they use 

common recreational and medical facilities. In fact, most amenities (other than schools) 

require travel into the Buckeye area (or even further into the Phoenix metro area.) 

’ Ibid, page 9, lines 16-20. 
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A. 

Q. 
4. 

Q. 
A. 

Please discuss the economies of scale / rate case expense factor. 

Staff asserts that the potential for economies of scale in rate case expense and other areas is 

a factor to consider when evaluating consolidation proposals. There are definitely 

economies of scale associated with these three utilities. In terms of rate case expense, 

putting together one consolidated set of rate schedules instead of three separate ones would 

save a considerable amount of time and effort. This reduction in time and effort applies to 

the Staff and interveners as well as the utility. 

Please discuss the price shock / rate mitigation factor. 

Staff posits that the potential for price shock and mitigation efforts should be considered 

when evaluating consolidation proposals.’ Global’s consolidation proposal will 

substantially mitigate the impact of the rate increase on WUGT’s customers while having a 

much less dramatic effect on Valencia - Greater Buckeye Division’s and Valencia’s - 

Town Division’s customers. 

Please discuss the public policy factor. 

Staff asserts that public policy considerations should be considered when evaluating 

consolidation proposals, Specifically, Staff cites three “key public benefits” arising from 

rate consolidation” and all three of these benefits apply to Global’s current proposal: 

1. The opportunity for efficient consolidation of small troubled water 

companies, some of which may be some distance from other companies’ 

current foot print. 

The three utilities involved were all undercapitalized and in need of improvements when 

purchased by Global. Rate consolidation will promote future consolidation of similar 

systems. 

’ Ibid page 10 lines 4-22. 
l o  Ibid page I 1  lines 1-13. 
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2. 
4. 

a. 
4. 

2. The ability to minimize severe price shocks experienced by one or two 

communities as a new facility or major upgrade is undertaken. 

Global’s consolidation proposal is specifically intended to mitigate the rate impact for 

WUGT’s customers. 

3. Improving the effectiveness of certain key programs such as low income 

tariffs by including resources from across the state. 

Global’s proposed low income tariff (approved in Decision No. 72440) is designed to 

operate across all the Global Utilities. Therefore, it will be largely unaffected by the 

outcome of the rate consolidation proposal. Without cross-utility subsidies, the low 

income tariff would be untenable for smaller utilities like WUGT. 

Also, Global’s tiered rate structure will be easier to administer and educational material 

will be easier to prepare and disseminate with one set of rates rather than three. 

Please discuss the other jurisdictions & municipalities factor. 

Staff suggests that examining other jurisdictions’ treatment of rate consolidation is 

appropriate.” The issue of rate consolidation for water utilities has been reviewed by 

NARUC and in 2005 rate consolidation was adopted as a “best practice” by the NARUC 

board of directors. l 2  

Please summarize your rate consolidation testimony. 

Rate consolidation of the West Valley utilities benefits both Global and its customers. The 

consolidation is consistent with criteria laid out by Staff and allows necessary capital 

investments to be spread over a larger customer base. 

Ibid page 1 1 lines 15-1 6. 
Resolution Supporting Consideration of Regulatory Policies Deemed as “Best Practices ”, 

Sponsored by the Committee on Water, Adopted by the NARUC Board of Directors, July 27 
2005. Available at: http://www.naruc.org/Resolutions/E3estPractices~s0705 .pdf. 
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111. 

Q. 
A. 

Q. 

A. 

Deferred tax assets. 

What are deferred tax assets and liabilities? 

Deferred tax assets and liabilities result when income taxes for book purposes differ from 

income taxes that are actually due and payable. Under NARUC’s Uniform System of 

Accounts, Deferred tax assets and liabilities are reflected in rate base account 190, 

Accumulated Deferred Income Tax, often known as “ADIT.” 

In utility ratemaking deferred taxes often arise because of the difference between 

depreciation rates recognized by the IRS and by state utility commissions. The timing 

difference of depreciation usually results in a deferred tax liability when assets are new and 

then, results in a deferred tax asset when the assets are older. In addition to these timing 

differences, other differences between IRS and regulatory income taxes can result in 

deferred tax assets and liabilities. 

In fact, deferred tax assets and liabilities are common. For example, in “Financial 

Accounting - An Introduction to Concepts, Methods and Uses” 9th Edition, Clyde P. 

Stickney of Dartmouth College and Roman L. Weil of the University of Chicago begin the 

section on “Income Tax Accounting and Deferred Income Taxes” by stating: “The amount 

that a firm reports as income before income taxes for financial reporting usually differs 

from the amount of taxable income that appears on its income tax return.” 

What accounting standard governs the calculation of deferred tax assets and 

liabilities? 

The calculation of deferred taxes and liabilities was goveined by Financial Accounting 

Standards Board (“FSAB”) Statement of Financial Accounting Standards No. 109 (“FASB 

109”). FASB 109 has now been codified at Accounting Standards Codification 740. 
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Q.  
A. 

Q. 

A. 

Q. 
A. 

Q. 

A. 

How are deferred taxes treated for ratemaking purposes? 

Deferred taxes are applied to the rate base. Deferred tax assets increase the rate base and 

deferred tax liabilities decrease the rate base. 

Is Global requesting recovery of recorded deferred taxes resulting from Net 

Operating Losses (NOL)s? 

No. Prior net operating losses (NOLs) have resulted in significant deferred taxes for the 

Global utilities. However, in previous decisions the Commission has not allowed for the 

recognition of deferred taxes resulting from NOLs to be included in rate base. While other 

utility commissions allow inclusion of NOL in calculating rate base, and including NOLs 

for that purpose is reasonable, for the purposes of simplicity and to limit the grounds for 

disagreement, Global is not including NOLs in this case. 

What is responsible for the bulk of the Global Utilities’ deferred taxes? 

The CIAC imputation of revenue received through ICFA agreements has created 

significant deferred tax assets in the three affected utilities: Palo Verde, Santa Cruz and 

WUGT. When this money was received it was treated as taxable revenue. 

What is the value of the deferred tax assets resulting from the CIAC imputation of 

the ICFA revenues? 

The imputation involved over $50 million in revenues and thus resulted in significant 

deferred tax assets. By utility, the deferred tax assets associated with the ICFA CIAC 

imputation are: 

Palo Verde $10,661,696 

Santa Cruz $10,116,230 

WUGT $2,38 1,534. 
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Q* 
A. 

Q. 
4. 

0. 

4. 

0. 
4. 

Is Global seeking inclusion of these deferred tax assets in rate base? 

Global’s primary recommendation is that the imputation of the ICFA revenue as CIAC be 

reversed. If that recommendation is accepted, Global does not believe it would be 

necessary or appropriate to include the above deferred tax assets in rate base. However, if 

the CIAC imputation is not undone, proper tax accounting and ratemaking principles 

require that these deferred tax assets be recognized in rate base. 

Rate base adjustments B-2.2a and B-2.2b remove the DTAs associated with the ICFA 

CIAC from rate base. 

What ratemaking principles require deferred tax assets to be recognized in rate base? 

As previously noted, the NARUC Uniform System of Accounts requires a rate base 

account specifically for ADIT. In addition, the leading treatise on ratemaking (Bonbright) 

recognizes that deferred taxes should be considered in calculating rate base. 

Has Global’s calculation and classification of these deferred tax assets been reviewed 

by any outside parties? 

Yes, Deloitte and Touche conducted independent audits of Global’s financial statements 

and found them to “present fairly, in all material respects, the financial position of the 

Company.. . ” The deferred tax assets discussed here are, of course, included in the 

relevant financial statements. 

Has the Commission recognized similar deferred tax assets in the past? 

Yes. In particular, the Commission has repeatedly recognized that CIAC and AIAC 

financing can give rise to significant deferred tax assets. For example, in Decision No. 

69164 (December 5,2006), the Commission agreed with Staff and included deferred tax 

assets associated with CIAC and AIAC in rate base. Similarly, in Decision No. 7 1865, the 
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Q* 

A. 

Q. 
A. 

Commission found that “significant CIAC and AIAC funding of plant can often result in a 

net ADIT asset.” The Commission reaffirmed this position in Decision No. 72059, where 

it found that “a future tax benefit is created when the Company pays taxes on AIAC 

received. A temporary difference, i.e., an ADIT balance, is created when the Company 

pays taxes before it makes any AIAC refunds. This creates a tax basis in the constructed 

plant and the Company is entitled to record tax basis depreciation on that plant. When a 

Company finances a significant amount of its plant with AIAC.. . an ADIT asset balance is 

not unexpected.” 

These cases are analogous to Global’s current situation. In the above cases differing tax 

and regulatory treatment of AIAC resulted in the creation of a deferred tax asset and the 

Commission explicitly recognized that CIAC can have the same effect. Global’s current 

situation is similar, the imputation of revenue as CIAC has created deferred tax assets that 

are appropriately addressed through their inclusion in rate base. 

Are there other components of Global’s deferred tax assets besides the ICFA CIAC 

discussed above? 

Yes. While the ICFA CIAC imputation constitutes the bulk of the deferred tax assets in 

this case, each of the Global utilities has deferred tax assets and liabilities associated with 

the differing depreciation rates allowed for tax and regulatory purposes as well as for meter 

deposits, Gain Deferrals and Bad Debt. 

Does this conclude your Direct Testimony? 

Yes. 
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I. 

Q* 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Introduction. 

Please state your name and business address. 

My name is Brett Higginbotham. My business address is 21410 North lgth Avenue, Suite 

201, Phoenix, Arizona 85027. 

By whom are you employed and what is your position? 

I am employed by Global Water Management, Inc. as Controller. I also serve as the 

Controller of Global Water Resources, Inc. 

Briefly describe your responsibilities a Global Water’s controller. 

I am responsible for managing the company’s accounting and financial reporting 

functions. 

Please describe your qualifications. 

I am a Certified Public Accountant (CPA) licensed in Arizona (# 13 105). In 1999, I earned 

a Bachelor of Science and a Master’s Degree in Accountancy from Brigham Young 

University. 

1 joined Global as Controller in 2010. Prior to joining Global, I was a senior manager with 

PricewaterhouseCoopers (PwC), a global public accounting firm. There, I was primarily 

responsible for managing financial statement audit engagements for clients such as Amkor 

Technology, 1nc.- one of the world’s largest providers of advanced semiconductor 

assembly and test services. Other former clients include Honeywell, Disney, Raytheon, 

Tekelec, and Digital Theater Systems. I have nearly 10 years of experience with the “Big 

4” accounting firm, having served a diverse set of industries. I have experience in 

technical accounting, revenue recognition, financial statement analysis, financial reporting, 

Sarbanes-Oxley (SOX) internal control policies and procedures, systems implementations, 
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11. 

Q. 
A. 

Q. 

A. 

budgeting and cross-functional team management. 

Rate Base Adiustments. 

Please describe Global’s rate base adjustment #1-  Post Test Year Plant. 

Rate base adjustment # 1 represents post-test year plant. The post-test year plant is 

described in Mr. Fleming’s Direct Testimony. He also explains why the post-test year 

plant should be included in rate base. The amount of Post-Test Year Plant of each utility is 

as follows: 

Santa Cruz $306,892 

Palo Verde $818,395 

Valencia - Town Division $672,571 

Valencia - Greater Buckeye Division $ 0 

Water Utility of Greater Tonopah $106,782 

Willow Valley $80,436 

Northern Scottsdale $ 0 

Please describe Global’s rate base adjustment #2 - ICFA CIAC Imputation on 

Construction-Work-In-Process. 

As a result of Global’s last rate case, funds received under Infrastructure Finance and 

Coordination Agreements (ICFAs) are accounted for as Contributions in Aid of 

Construction (CIAC). CIAC naturally has the effect of decreasing rate base, similar to 

Advances in Aid of Construction (AIAC). In Global’s last rate case, a portion of the ICFA 

funds were attributed by the Commission toward construction work in process (CWIP). 

The CWIP portion of ICFA funds did not get imputed as a reduction to rate base since the 

CWIP assets were not in service and not included in rate base. Accordingly, rate base 

adjustment #2 represents the portion of ICFA funds recorded as CIAC but attributed to 

CWIP. This adjustment consists of removing the CWIP portion of ICFA CIAC from total 
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Q. 

A. 

111. 

Q. 
A. 

CIAC so that the CWIP portion of ICFA CIAC does not reduce rate base. 

This adjustment also contains a corresponding decrease in the deferred tax asset that arose 

as a result of the Company accounting for ICFA funds as CIAC. The deferred tax asset on 

the books, as well as the rate base adjustment amounts to 38.7% (Global’s effective 

income tax rate) of the CIAC amount. Mr. Rowell explains the deferred tax asset in his 

Direct Testimony. 

Please describe Global’s rate base adjustment #3 - ICFA CIAC Imputation on Plant 

in Service. 

Similar to rate base adjustment #2 above, rate base adjustment #3 also relates to ICFA 

funds recorded in Global’s books as CIAC. Rate base adjustment #3 represents the amount 

for ICFA CIAC attributed to plant in service pursuant to the decision of Global’s last rate 

case. As discussed Mr. Walker’s Direct Testimony, Global requests that no ICFA funds be 

imputed as a reduction to rate base. Accordingly, this adjustment effectively eliminates the 

ICFA CIAC that would otherwise result in an imputed reduction to rate base. 

This adjustment also contains a corresponding decrease in the deferred tax asset that arose 

as a result of the Company accounting for ICFA funds as CIAC. The deferred tax asset on 

the books, as well as the rate base adjustment amounts to 38.7% (Global’s effective 

income tax rate) of the CIAC amount. As noted above, Mr. Rowell addresses the deferred 

tax asset in his Direct Testimony. 

Income Statement Adiustments. 

Please describe Global’s income statement adjustment # 1 - 2008 Rate Case Costs 

In Global’s last rate case, the Commission decided that Global could recover the 

requested $400,000 of costs which the Company incurred related to that rate case. This 
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Q. 
A. 

$400,000 is being amortized over a three year period. Accordingly, approximately 

$133,333 was recorded as expense during the 201 1 test year on the books of the Global 

utilities affected by the last rate case (allocated among the utilities in a systematic 

manner). We assume that once the $400,000 is completely amortized, the costs will not 

be recurring on a go-forward basis. 

Accordingly, income statement adjustment #1 removes these prior rate case costs from 

operating expenses of the utilities. By the time new rates provided by this rate case are 

effective, the $400,000 will have been fully amortized. The amount removed from 

operating expenses of each utility is as follows: 

Santa Cruz 

Palo Verde 

Valencia - Town Division 

Valencia - Greater Buckeye Division 

Water Utility of Greater Tonopah 

Willow Valley 

($53,333) 

($53,333) 

($1 8,667) 

($ 1,333) 

($ 1,333) 

($ 5,333) 

Please describe Global’s income statement adjustment #2 - 2011 Rate Case Costs. 

Similar to income statement adjustment #1, income statement adjustment #2 relates to 

costs Global has and will incur in connection with the filing the current rate case. Such 

costs primarily consist of legal and advisory costs incurred in preparation of this rate 

case. Global currently estimates such costs will approximate $787,174. 

The amount added to operating expenses of each utility is as follows: 

Santa Cruz $105,801 

Palo Verde $104,585 

Valencia - Town Division $35,298 
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Q* 
A. 

Valencia - Greater Buckeye Division $4,142 

Water Utility of Greater Tonopah $2,140 

Willow Valley $ 9,923 

Northern Scottsdale $ 502 

Global will allocate the rate case costs to its operating utilities proportionally based on 

the number of active service connections. The rate case costs will be amortized as an 

operating expense over a three year period. 

Please describe Global’s income statement adjustment #3 - Low Income Relief Tariff. 

Global’s last rate case provided a mechanism to provide financial support to low income 

rate payers, the Low Income Relief Tariff (the “LIRT”). The LIRT is fbnded equally by 

Global’s shareholders and Global’s customers through a monthly customer surcharge and 

an equal match by Global. The LIRP is capped at $100,000 total annual funding 

(shareholder and customer funds). The initial monthly LIRT surcharge was calculated as 

$0.1 1 per month, per connection. Collection of the LIRT began in August 201 1 in 

accordance with Decision No. 72440 (June 27,201 1). 

For accounting purposes, Global records the shareholder match as an expense on the 

books of Global’s utilities. However, since the matching fbnds provided by Global are 

intended to come from shareholders rather than customers, it would not be appropriate for 

Global to recover the match portion through rates. Accordingly, income statement 

adjustment #3 removes the amount of Global’s matching LIRT contributions from 

operating expenses of the Global utilities. The amount removed from operating 

expenses of each utility is as follows: 

Santa C w  ($8,295) 

Palo Verde ($8,407) 
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Q. 

A. 

Valencia - Town Division ($2,761) 

Valencia - Greater Buckeye Division ($334) 

Water Utility of Greater Tonopah ($ 172) 

Willow Valley ($842) 

Please describe Global’s income statement adjustment #4 - Annualize Revenue and 

Expenses for End-of Year Customer Counts. 

Income statement adjustment #4 adjusts revenues and expenses to reflect the number of 

customers served by each utility as of December 31, 201 1. The adjustment to revenue is 

the difference between revenues generated by the Test Year bill count, and a pro forma 

bill count that reflects the number of customers served on December 31, 2011. The 

revenue portion of income statement adjustment #4 for each utility is as follows: 

Santa Cruz ($83,647) 

Palo Verde $172,993 

Valencia - Town Division $ 97,384 

Valencia - Greater Buckeye Division ($494) 

Water Utility of Greater Tonopah ($1,3 1 9) 

Willow Valley ($1,974) 

Northern Scottsdale $2,115 

An increase in purchased power and water treatment expense is also calculated based on 

the estimated increase in gallons to be sold resulting from the change in year-end 

customer counts. The expense portion of income statement adjustment #4, related to 

purchased power and water treatment, for each utility is as follows: 

santa cruz $3,553 

Palo Verde $11,376 

Valencia - Town Division $12,993 

Valencia - Greater Buckeye Division ( $ 5 )  
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Q. 

A. 

Water Utility of Greater Tonopah ($78) 

Willow Valley ($67) 

Northern Scottsdale $148 

Please describe Global’s income statement adjustment #5 - Net change in accrued 

revenue accounts during the 2011 Test Year. 

As a function of the fact that customers are typically not billed on the last day of each 

month for usage up through the last day of the month, Global is required by accounting 

rules to make certain period-end accruals in order to record and report revenues in the 

period that those revenues were earned. Accordingly, accruals are used to account for 

timing differences between when revenues are billed and when revenues are recognized 

in the financial records. Global uses two separate accrued revenue related general ledger 

accounts: ‘accrued unbilled revenue’ and ‘deferred revenue’. The net change in these 

accounts between two periods reflects the activity arising from the timing difference 

referred to above. For Global’s utilities, the net change in the accrual accounts increased 

from December 3 1, 201 0 to December 3 1, 201 1, reflecting the fact that more revenue 

was earned and recognized during the Test Year than was billed during the Test Year. 

Accordingly, income statement adjustment #5 consists of reducing 201 1 revenue by the 

amounts not reflected in the Bill Count data. The revenue removed through income 

statement adjustment #5 for each utility is as follows: 

Santa Cruz ($3 12,254) 

Palo Verde ($562,721) 

Valencia - Town Division ($1 13,611) 

Valencia - Greater Buckeye Division ($ 16,890) 

Water Utility of Greater Tonopah ($ 5,712) 

Willow Valley ($16,480) 

Northern Scottsdale ($5,798) 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please describe Global’s income statement adjustment #6 - purchased power 

adjustment. 

This adjustment increases purchased power costs to reflect known and measurable rate 

increases from our power service providers. 

Who are the power service providers for Valencia Water Company, Water Utility of 

Greater Tonopah, and Willow Valley Water Company? 

Arizona Public Service (APS) is the power service provider for Valencia Water Company 

(both divisions), as well as Water Utility of Greater Tonopah. Mohave Electrical 

Cooperative (MEC) is the power service provider for Willow Valley. 

Please discuss Global’s proposal to include APS’s rate increase into the rates for 

each of these utilities? 

On May 24, 20 12 the Commission issued a decision, Decision No. 73 183, on APS’s rate 

application. Based on the Commission’s decision, Global Water will inevitably incur 

greater purchased power expenses starting in 2013. This known and measureable rate 

increase could not be captured in the 201 1 test year, however Global is proposing to 

adjust the purchased power expense to account for the increased rate that will be 

incurred. 

Please discuss Global’s proposal to include MEC’s anticipated rate increase into the 

rates for each of these utilities? 

In Docket No, E-O1750A-11-0136, the ACC Utilities Division Staff agreed with MEC 

that the recommended revenue increase should be $3.1 million or a 4.02%’. While the 

exact rate increase for Willow Valley is not known at this time, the probability of an 

DOCKET NO. E-O1750A-11-0136, page 2 line 12 
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increase in purchased power costs appears to be high, and therefore an adjustment to the 

purchased power costs should be allowed. 

How much of an increase to purchased power costs is Global Water proposing for 

each utility serviced by APS? 

Below is a summary of the anticipated increased costs on an annual basis from 2013 to 

2016. The “Difference” is the anticipated increase as a result of the recently approved 

rate case. 

Q. 

A. 

2013 2014 2015 2016 
V W C  $ 411,216 $ 411,216 $ 411,216 $ 411,216 
WUGB $ 25,206 $ 25,206 $ 25,206 $ 25,206 
WUGT $ 20,455 $ 20,455 $ 20,455 $ 20,455 
Total $ 456,877 $ 456,877 $ 456,877 $ 456,877 

2013 2014 201s 2016 
VWC $ 435,494 $ 442,579 $ 447,005 $ 451,475 
WUGB $ 26,707 $ 27,129 $ 27,400 $ 27,674 
WUGT $ 21,636 $ 22,014 $ 22,234 $ 22,457 
Total $ 483,837 $ 491,722 $ 496,639 $ 501,606 

Difference $ 26,960 $ 34,845 $ 39,762 $ 44,729 

Q. 

A. 

How did Global calculate the increased cost for the utilities served by APS? 

The rate increases were based on the ACC’s decision dated May 24, 2012, Decision No. 

73 183. Based on this decision, the following rates changes were factored into Global’s 

existing power costs: . Rates may increase by 6.4% in February of 2013 when the Power Supply Adjustor 

resets; 
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Q. 

A. 

If the Four Corners transaction closes in 2012, there would be a reduction in the PSA 

forward component, resulting in a negative 2.9 percent PSA impact, and the February 

2013 PSA reset would be approximately 3.5 percent instead of 6.4 percent. However, 

since it is unknown if the Four Corners transaction will close Global used an increase 

of 6.4%; 

When the first LFCR adjustment is approved by the Commission, a 0.2 percent 

adjustment to bills would occur on March 1,2013*; 

LFCR will have an annual 1 percent year over year adjustment cap based on total 

Company revenues3 

9 

. 

Based on the adjustments identified above, a 6.4% increase was applied to the historical 

rates Global Water has paid effective February 2013. Additionally, a 0.02% increase to 

historical rates was applied effected March 2013 to account for the LFCR adjustment. 

Lastly, an annual increase of 1% was applied to the historical rates to account for the 

LFCR adjustment cap effective January 201 4. The anticipated purchased power expenses 

without a rate increase were compared to the anticipated purchased power expenses with 

the anticipated rate increase. The difference between these two scenarios is the anticipated 

increased purchased power expense. 

How much of an increase to purchased power costs is Global Water proposing to add 

for Willow Valley as a result of MEC’s rate increase application? 

Below is the estimated annual utility costs based on historical purchased power costs. The 

“No Increase” estimate is based on historical costs. The “4.02% Increase” estimate 

accounts for an increase in purchased power rates of 4.02%. The difference between these 

two estimates is the proposed expense to be added. 

’ Decision No. 73 183, Page 26 line 1 1-20. ’ Decision No. 73 183, page 13 line 18. 
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Q. 
A. 

Q* 

A. 

Q. 

A. 

2013 2014 2015 2016 
No Increase $ 42,933 $ 42,933 $ 42,933 $ 42,933 
4.02% Increase $ 44,659 $ 44,659 $ 44,659 $ 44,659 

Difference 5 1,726 $ 1,726 $ 1,726 $ 1,726 

How did Global calculate the increased cost for the utility served by MEC? 

The estimated increase in purchased power costs is based on the Staff Reply Brief in 

Docket No. E-O1750A-11-0136’ in which the ACC Staff agrees with MEC that the 

recommended revenue increase for MEC should be 4.02%4. Based on this concurrence, 

Global calculated a 4.02% increase into the historical purchase power cost paid by WVWC 

to MEC. 

How can Global propose an increase to purchased power costs for the WVWC utility 

when the proposed increase to MEC’s rates has not been approved by the ACC? 

Global Water would like to reserve the right to propose an adjustment in rebuttal testimony 

after the ACC issues its order in this case. 

Please describe Global’s income statement adjustment #7 - Remove ICFA CIAC 

Amortization. 

As discussed for rate base adjustment #3 above, ICFA funds are recorded in Global’s 

books as CIAC and were imputed by the Commission in Global’s last rate case as a 

reduction to rate base. To the extent that ICFA CIAC attributed to plant is associated 

with plant in service, the CIAC has been amortized as a reduction to depreciation 

expense. As discussed in Mr. Walker’s Direct Testimony, Global is requesting that no 

ICFA funds be imputed as CIAC. If the Commission agrees, the CIAC imputation would 

be reversed, and thus there would be no ICFA related CIAC to amortize. Accordingly, 

DOCKET E-O1750A-11-0136, StaffReply Brief, Page 2 line 12. 
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Q. 

A. 

Q* 

A. 

income statement adjustment #7 eliminates the amortization recorded during the test year 

for ICFA CIAC. The amortization reduction for each utility is as follows: 

Santa Cruz $274,230 

Palo Verde $366,809 

Water Utility of Greater Tonopah $3 55,895 

Please describe Global's income statement adjustment #8 - Reclassify "unmeter" 

revenue to "metered". 

Income statement adjustment #8 is a reclassification of revenue between accounts, with 

no net impact on operating income. 

Please describe Global's income statement adjustment #9 - Adjust for depreciation 

of post-test-year plant additions. 

Income statement adjustment #9 represents the calculated annual depreciation expense on 

post-test year capital expenditures discussed in rate case adjustment #1 above. As 

previously noted, Mr. Fleming's Direct Testimony addresses the post-test year plant, and 

explains why it should be included in rate base. If the plant is included in rate base, a 

corresponding adjustment to depreciation expense is appropriate to reflect the additional 

plant. Additional depreciation expense added by income statement adjustment #9 for 

each utility is as follows: 

Santa Cruz $15,345 

Palo Verde $40,920 

Valencia - Town Division $33,629 

$5,339 Water Utility of Greater Tonopah 

Willow Valley $4,022 
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Q* 

A. 

Q. 

A. 

Q. 

A. 

Please describe Global’s income statement adjustment #lo - Adjustment for Final 

Phase of Rate Phase In. 

For Global’s Palo Verde Utility Company, rates established by the company’s last rate 

case are phased in over a three year period, with the final rates going into effect January 

1,20 12. Income statement adjustment ## 10 consists of a $2,080,277 pro forma 

adjustment to 201 1 revenues to assume that the final phased in rates were in effect during 

the test year. 

Please describe Global’s income statement adjustment #11- Adjust Bad Debt 

Expense for Pro Forma Adjustments to Test Year Revenues. 

Income statement adjustment #11 applies the historical bad debt rates of Global’s utilities 

and calculates bad debt expense that could reasonably be expected based on the pro forma 

adjustments to test year revenues. The adjustment to bad debt expense for each utility is as 

follows: 

Santa Cruz 

Palo Verde 

,249) 

0,729 

Valencia - Town Division ($ 1) 

Valencia - Greater Buckeye Division ($ 425) 

Water Utility of Greater Tonopah ($ 161) 

Willow Valley ($ 171) 

Northern Scottsdale $ 0  

Please describe Global’s income statement adjustment #12 - Adjust Property Tax 

Expense for Pro Forma Adjustments to Test Year Revenues. 

Because property taxes paid by Global’s utilities are based on the utilities’ operating 

revenues, income statement adjustment #I  2 adjusts property tax expense of Global’s 

utilities that could reasonably be expected based on the pro forma adjustments to test year 

13 
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Q. 

A. 

revenues. The adjustment to property tax expense due to pro forma adjustments to test 

year revenues for each utility is as follows: 

Santa Cruz $17233 1 

Palo Verde $543,541 

Valencia - Town Division $109,464 

Valencia - Greater Buckeye Division ($7,514) 

Water Utility of Greater Tonopah $3,502 

Willow Valley $1 1,257 

Northern Scottsdale ($ 590) 

Please describe Global’s income statement adjustment #13 - Adjust MOU License 

Fee Expense for Pro Forma Adjustments to Test Year Revenues. 

Global’s Santa Cruz and Palo Verde utilities incur license fees pursuant to a long-term 

Memorandum of Understanding (MOU) with the City of Maricopa, payable to the City. 

Such fees are calculated based on 2% of utility revenues plus a fee of $50 per new 

residential service connection. The 2% of revenues fee was accepted by the Commission 

as recoverable test year expenses in Global’s last rate case. Because the license fees are 

derived based on the utilities’ revenues, income statement adjustment #13 adjusts the 

operating expense of the Santa Cruz and Palo Verde utilities to reflect the increased MOU 

license fees that are be expected based on the pro forma adjustments to test year revenues. 

The adjustment to MOU license fee expense due to pro forma adjustments to test year 

revenues for each utility is as follows: 

Santa Cruz ($4,980) 

Palo Verde $34,989 
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Please describe Global’s income statement adjustment #14 - Adjust Income Tax 

Expense for Pro Forma Adjustments to Test Year Revenues. 

Because income taxes paid by Global’s utilities are based on the utilities’ pre-tax operating 

income, income statement adjustment #14 adjusts income tax expense of Global’s utilities 

that could reasonably be expected based on the pro forma adjustments to test year 

revenues. The adjustment to income tax expense due to pro forma adjustments to test year 

revenues for each utility is as follows: 

Santa Cruz ($83 6,406) 

Palo Verde ($508,053) 

Valencia - Town Division ($65,115) 

Valencia - Greater Buckeye Division ($ 17,716) 

Water Utility of Greater Tonopah ($186,46 1) 

Willow Valley ($63,583) 

Northern Scottsdale ($ 1,463) 

Please describe Global’s income statement adjustment #15 - Proposed Revenue 

Increase and Adjust Bad Debt Expense for such Rate Increase. 

Income statement adjustment #15 adjusts proposed revenues based on the revenue 

requirement calculated on Schedule A- 1. The adjustment to proposed revenue for each 

utility is as follows: 

Santa Cruz $2,730,367 

Palo Verde $3,662,560 

Valencia - Town Division $823,424 

Valencia - Greater Buckeye Division $36,423 

Water Utility of Greater Tonopah $677,458 

Willow Valley $507,537 

Northern Scottsdale $ 0  
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Q* 

A. 

Income statement adjustment #15 also applies the historical bad debt rates of Global’s 

utilities and calculates bad debt expense based on the proposed revenue requirement. The 

adjustment to bad debt expense for each utility is as follows: 

santa Cruz $14,071 

Palo Verde $23,174 

Valencia - Town Division $5,150 

Valencia - Greater Buckeye Division 

Water Utility of Greater Tonopah 

Willow Valley $5,906 

Northern Scottsdale $ 0  

$ 890 

$15,553 

Please describe Global’s income statement adjustment #16 - Adjust MOU License 

Fee Expense based on Proposed Revenue Increase. 

Global’s Santa Cruz and Palo Verde utilities incur license fees pursuant to a long-term 

Memorandum of Understanding (MOU) with the City of Maricopa, payable to the City. 

Such fees are calculated based on 2% of utility revenues plus a fee of $50 per new 

residential service connection. As previously noted, the 2% of revenues fee was accepted 

by the Commission as part of recoverable test year operating expenses in Global’s last rate 

case. Because the license fees are derived the utilities’ revenues, income statement 

adjustment # 16 adjusts operating expense of the Santa Cruz and Palo Verde utilities to 

reflect the increased MOU license fees that are expected as a result of the proposed 

increase in revenues. The adjustment to MOU license fee expense for each utility is as 

follows: 

Santa Cruz $56,099 

Palo Verde $75,577 

16 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

Q- 

A. 

Q. 

A. 

Please describe Global’s income statement adjustment #17 - Adjust Property Tax 

Expense based on Proposed Revenue Increase. 

Because property taxes paid by Global’s utilities are based on the utilities’ operating 

revenues, income statement adjustment I# 17 adjusts property tax expense to levels that can 

be reasonably expected as a result of the proposed increase in revenues. The adjustment 

to property tax expense for each utility is as follows: 

Santa Cruz $69,837 

Palo Verde $93’27 1 

Valencia - Town Division $14,871 

Valencia - Greater Buckeye Division $ 306 

Water Utility of Greater Tonopah 

Willow Valley $ 8,171 

Northern Scottsdale $ 0  

$11,580 

Please describe Global’s income statement adjustment #18 - Adjust Income Tax 

Expense based on Proposed Revenue Increase. 

Because income taxes paid by Global’s utilities were based on the utilities’ pre-tax 

operating income, income statement adjustment # 18 adjusts income tax expense to levels 

that can be reasonably expected as a result of the proposed increase in revenues. The 

adjustment to income tax expense for each utility is as follows: 

Santa Cruz $1,059,113 

Palo Verde $1,339,589 

Valencia - Town Division $ 310,105 

Valencia - Greater Buckeye Division $ 13,597 

Water Utility of Greater Tonopah $25 1,018 

Willow Valley $190,449 

Northern Scottsdale $ 0  
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A. 

Q. 

A. 

Please describe Global’s income statement adjustment #19 - Adjustment for 

Additional Treatment Costs at Willow Valley. 

This adjustment relates to additional water treatment costs to be incurred at Global’s 

Willow Valley utility after the test year. This matter is discussed in detail in Mr. 

Fleming’s Direct Testimony. 

Please describe Santa Cruz’s income statement adjustment #21- Adjustments made 

in 2011 Test Year for pre Test Year billing errors Costs. 

During the Test Year, through internal exception reporting and analysis Global 

determined that prior to 201 1, Santa Cruz had overbilled a small number of customers. 

In total, the amount overcharged amounted to $144,561. The majority of this amount is 

attributable to two irrigation customers and resulted from applying an incorrect multiplier 

calculation to the customers’ water consumption. 

Once these matters were identified, Global worked with the customers and issued credits 

to the customers, and also recorded a reduction to revenue in the general ledger. These 

credits have been purposely excluded from the Bill Count data in the H schedules of the 

rate application. Accordingly, the amount of the credits has been added back on 

Schedule C-2 through adjustment # 21 in order to reconcile general ledger revenue to 

Schedule H- 1. 

Please describe Palo Verde’s and Santa Cruz’s income statement adjustment #20 - 
Adjustment to eliminate self billing included in Bill Count. 

Global’s Palo Verde and Santa Cruz utilities sell a relatively small amount of water to 

themselves. Within their billing systems, Palo Verde and Santa Cruz are set up and billed 

as any other third party customer. For financial reporting purposes, Palo Verde and Santa 

Cruz reverse (“eliminates”) the revenue that it changes itself. The reversal of the self 
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IV. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

billed revenue is recorded outside of the billing system. In total, Palo Verde billed itself 

$5,047 during the Test Year, and the same amount was reversed in the general ledger. 

The amount for Santa Cruz is $8,974. Accordingly, the amount of self billed revenue that 

was reversed in the general ledger is added back on Schedule C-2 through adjustment # 

20 in order to reconcile to Schedule H-1 . 

Schedules. 

Please describe the schedules you are sponsoring. 

I am sponsoring all of the Company’s schedules, with the exception of the Cost of Capital 

Schedules (A-3, D-1 to D-4, and H1 to H5), which are sponsored by Mr. Rowell. 

Please describe the “A” schedules (A-1 to A-5). 

Schedule A-1 provides an overview of the rate increase. Schedule A-2 provides a 

Summary of Results of Operations. Schedule A-4 provides Construction Expenditures and 

Gross Utility Plant in Service. Schedule A-5 provides a summary of changes in financial 

position. 

Please describe the rate base schedules (B-1 to B-5). 

Schedule B-1 provides an overview of the original cost rate base. Schedule B-2 provides 

details of the pro-forma adjustments to the original cost rate base. Global did not prepare a 

Reconstruction Cost New (RCN), and accordingly adopts its original cost rate base as its 

fair value rate base for the purposes of this case. Accordingly, there are no RCN schedules 

(B-3 and B-4). Schedule B-5 provides the computation of working capital. In this case, 

Global is not requesting an allowance for working capital. 
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Q. 
A. 

Please describe the income statement schedules (C-1 to C-3). 

Schedule C-1 is the adjusted test year income statement. Schedule C-2 shows eacII pro- 

forma adjustment to the test year income statement. Schedule C-3 provides the 

computation of the gross revenue conversion factor. 

Please describe the Financial and Statistical Schedules (E-1 to E-9). 

Schedule E-1 provides comparative balance sheets for the test year and the two previous 

fiscal years. Schedule E-2 provides comparative income statements for the test year and 

the two previous fiscal years. Schedule E-3 provides the comparative statement of changes 

in financial position for the test year and the two previous fiscal years. Schedule E-4 

provides a statement of changes in stockholder’s equity for the test year and the two 

previous fiscal years. Schedule E-5 provides the detail of utility plant for the test year and 

the two previous fiscal years. Schedule E-6 is not relevant. Schedule E-7 provides certain 

key operating statistics for the test year and the two previous fiscal years. Schedule E-8 

provides a schedule showing all significant taxes charged to operations for the test year and 

the two previous fiscal years. Schedule E-9 provides notes to financial statements. 

Please describe Projections and Forecasts Schedules (F-1 to F-4). 

Schedule F- 1 provides a schedule showing the income statement for the projected year, 

compared with actual test year results, at present rates and proposed rates. Schedule F-2 

provides a schedule showing projected changes in financial position for the projected year 

as compared with the test year, at present and proposed rates. Schedule F-3 provides a 

schedule showing the projected annual construction requirements, by property 

classification, for 1 to 3 years subsequent to the test year compared with the test year. 

Schedule F-4 provides documentation of the key assumptions used in preparing the 

forecasts and projections. 
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Please describe the “H” schedules (H-1 to H-5). 

Schedule H- 1 provides a summary of revenues at present and proposed rates. Schedule H- 

2 provides the Analysis of Revenues by Detailed Class of Service. Schedule H-3 provides 

the changes in rate schedules. Schedule H-4 provides the typical bill analysis, while 

Schedule H-5 is the bill count. 

Does this conclude your direct testimony? 

Yes. 
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